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Amazing 
new mower 
works 
under water 


When underwater plants 
clogged irrigation ditches, 
farmers used to drag iron 
chains through them to get 
water to thirsty crops. 


Now “chaining the ditch” 
has been replaced by Shell 
Chemical’s new killer of 
aquatic weeds, Aqualin® 
herbicide. Added to irrigation 
water, Aqualin destroys 
submersed weeds and algae 
that choke off water flow .. . 
dead plants disintegrate and 
float away. 

With Aqualin herbicide to 
help keep irrigation channels 
free from weeds and algae, 
Shell Chemical solves another 
problem for the modern farmer. 


SHett CHEMICAL 
COMPANY 


Chemical Partner of Industry and Agriculture 


NEW YORK 





What is the Bell System? 





"Ts Bell System is wires and cables 
and laboratories and manufacturing 
plants and local operating companies 
and millions of telephones in every 
part of the country. 


The BelkiSystem is people . . . hun- 
dreds of thousands of employees and 
more than a million and a half men 
and women who have invested their 
savings in the business. 

It is more than that. The Bell 
System is an idea. 





It is an idea that starts with the 
policy of providing you with the best 


possible telephone service at the 
lowest possible price. 


But desire is not enough. Bright 
dreams and high hopes need to be 
brought to earth and made to work. 


You could have all the equipment 
and still not have the service you 
know today. 

You could have all the separate 
parts of the Bell System and not have 
the benefits of all those parts fitted 
together in a nationwide whole. It’s 
the time-proved combination of re- 
search, manufacturing and opeta- 


tions in one organization—with close 
teamwork between all three—that 
results in good service, low cost, and 
constant improvements in the scope 
and usefulness of your telephone. 


No matter whether it is one of the 
many tasks of everyday operation — 
or the special skills needed to invent 
the Transistor or develop underseas 
telephone cables—the Bell System 
has the will and the way to get it 
done. 


And a spirit of courtesy and serv- 
ice that has come to be a most im 
portant part of the Bell System idea. 


BELL TELEPHONE SYSTEM 


American Telephone & Telegraph Company - Bell Telephone Laboratories - Western Electric Company - New England Telephone & Telegraph Company - Southern New England Telephone 
Company - New York Telephone Company - New Jersey Bell Telephone Company - The Bell Telephone Company of Pennsylvania - Diamond State Telephone Company - The Chesapeake 
& Potomac Telephone Companies - Southern Bell Telephone & Telegraph Company - The Ohio Bell Telephone Company - Cincinnati & Suburban Telephone Company - Michigan Bell Tele 
phone Company - Indiana Bell Telephone Company - Wisconsin Telephone Company - Illinois Bell Telephone Company - Northwestern Bell Telephone Company - Southwestern Bell Telephone 
Company - The Mountain States Telephone & Telegraph Company - The Pacific Telephone & Telegraph Company - Pacific Telephone-Northwest - Bell Telephone Company of Nevada 





One of 2000 uses for 


American-Marietta sealants 


AMERICAN-MARIETTA 


Sealants for Industry and Construction 


Almost every industry uses sealants. Among the 
more than 400 products of American-Marietta’s 
Presstite Division are specially formulated sealants 
that exclude moisture and dust from automobiles, 
mobile homes, railroad cars and aircraft. Other 
Presstite sealants have numerous applications in the 
manufacture of industrial products and appliances. 


A fast growing field for sealants is construction. 
Special sealing compounds that resist the blast of 
jet engines are used on giant runways in the nation’s 


major airports. Sealants developed by Presstite 
allow contraction and expansion between stone and 
metal in modern curtain-wall construction and are 
used extensively for sealing windows and exterior 
panels in skyscrapers. 


Presstite maintains an active and aggressive research 
program for the development of sealants, adhesives, 
coatings and vibration control compounds. Since 
Presstite’s founding in 1924, new applications for 
these products have averaged more than onea week. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, “The Years Ahead: 1960 To 
1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


PAINTS « PRINTING INKS + DYES + RESINS + ADHESIVES A: 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT - HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS + LIME « REFRACTORIES + CEMENT 


Progress through Research 


THE ADDING MACHINE | SiSaTSe 


American-Marietta 
Company 
Chicago 11, Iilinoile 
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SIDE LINES 


Supplementary 


A FEw pays after our April 15 issue 
went into the mails, we received a 
call from a friend of ours at the 
New York Stock Exchange. “Hey,” 
said this sturdy exponent of Peo- 
ple’s Capitalism, “you folks com- 
pletely overlooked us in that round- 
up of supple- 
mentary read- 
ing for inves- 
tors you gave 
in your last 
Side Lines.” 

“We didn’t 
overlook you,” 
we replied. “We 
just ran out of 
room while de- 
scribing all the 
good things in- 
vestors can get 
from the SEC. 
But your turn 
comes next.” 
And, _ indeed, 
here it is. 

Pay Lode. One 
of the best places to start is the Big 
Board’s Fact Book, published an- 
nually. (The 1960 edition is just 
off the press.) Want to know 
which stock traded most shares last 
year? You'll find it here, along 
with valuable data on companies 
which split their stock, newly listed 
shares, companies which disap- 
peared through mergers, member 
firms’ borrowings, the monthly 
short interest and a vast quantity 
of historical material along the 
same lines. It makes fascinating 
browsing. 

So does the Exchange’s “best 
seller,” Dividends Over the Years, 
which gives data on some 365 listed 
stocks noted for the longevity and 
regularity of their dividend pay- 
ments. Along the same lines, an- 
other brochure called Investment 
Facts tabulates stocks which 
haven’t passed a quarterly dividend 
for 20 years or more, together with 
data on recent prices and yields. 

One of our personal favorites 
among the Big Board’s numerous 
publications is How to Understand 
Financial Statements, which might 
well be subtitled “Every Man an 
Armchair Analyst.” A well-writ- 
ten guide to the complexities of 
balance sheets and income ac- 
counts, it aims to help investors 
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understand more about company 
finances, describes seven yard- 
sticks used by sophisticated ana- 
lysts to measure a stock’s value. 

Do-It-Together. Interested in so- 
ciable investing? The Exchange, as 
usual, has a helpful word for you 
in its booklet 
Investment 
Clubs. It’s full 
of practical ad- 
vice gleaned 
from the ex- 
perience of the 
over 20,000 
such clubs now 
active. Or per- 
haps you al- 
ready own se- 
curities and 
want 
them 
your 
Stock Gifts to 
Minors tells 
you what you 
need to know. 

For people who'd like to know 
more about the inside workings of 
the mighty trading mechanism 
called a stock exchange, the Big 
Board takes you behind the scenes 
in Understanding the New York 
Stock Exchange. And that little 
known but vitally important factor 
in every trade, the specialist, gets 
his day in the sun in Now, About 
the Specialist. 

Finally, for those of you who are 
not always clear about the tech- 
nical terms you run across in your 
financial reading, the Exchange has 
just the thing for you: an excellent 
little booklet called The Language 
of Investing, A Glossary. From 
“accrued interest” to “yield,” not 
overlooking such posers as “ar- 
bitrage,” “depletion,” and “in- 
denture,” this booklet guides you 
through the jargon of the market- 
place. 

Free Facts. If you are in the big 
portfolio class, you may be inter- 
ested in a new Exchange publica- 
tion, Marketing Methods for your 
Large Bloc of Stock, which report- 
edly is moving like hotcakes. Any 
or all of these publications can be 
had simply by writing to the New 
York Stock Exchange (11 Wall St., 
New York 5, N.Y.). Best of all 
every one of these is free. 
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GOCDYEAR DIVERSIFICATION AT WORK 





THE ADDING MACHINE 
THAT CATCHES ERRORS 
BEFORE THEY’RE MADE! 


Friden’s ACY actually catches errors before they’re made. The 
exclusive Visual Check window shows a full registration of 
figures entered while there is still time for their correction. 


Further, the ACY has Friden’s exclusive Natural Way key- 
board, which is designed to fit the user’s hand perfectly. Other 
features are the extra-wide platen for roll paper and wide forms; 
automatic red-printing of negative values; all live control keys; 
special features for rapid multiplication. 


Try the “next step” in adding machines today. Call your Friden 
man or write to Friden, Inc., San Leandro, California 


THIS IS PRACTIMATION: Automation so hand-in-hand 
with practicality there can be no other word for it. 


© 9960 FRIDEN, INC 


Ktiden =» 


FRIDEN, INC.. SALES. INSTRUCTION, SERVICE THROUGHOUT U.S. AND WORLD. 





READERS SAY 


McGraw’s Policies 


Sm: I did not tell your reporter I was 


| retiring or even partially retiring (“The 
| Retirement of Max McGraw,” Fonrses, 


April 1). I have never been in better 


| health, and I work an average of ten 


hours a day without tiring. My only 


| purpose in desiring to [leave the presi- 


dency and] be made chairman of an 
executive committee is that I think we 
need such a committee and it would give 


| Mr. Bersted and Mr. Giesecke a chance 
_ to move up, which they so well deserve. 


I have also noted the comments re- 
garding our not borrowing money. Our 


| policy in this respect is not just my policy. 


. . . We have a profit-sharing trust for 
the benefit of our employees and in it we 
put nothing but McGraw-Edison common 
stock. If this was a diversified invest- 
ment, we might feel differently about it, 
but being all in one item we prefer to 


| keep the company pretty well free of 


debt. —Max McGraw 
McGraw-Edison Co. 
Elgin, Ill. 


An admiring Forses hopes Reader 
McGraw will remain active for years 
to come.—Eb. 


That Dividend Tax 


Sir: You have succumbed to the popu- 
lar but inaccurate cliché of “double tax 
on corporate income” (“Dividends Are 
No Different,” Forses, April 15). 

In a free competitive economy, the 


| 52% corporate profit tax is, in effect, an 


operating expense which is passed on to 


| the consumer in the form of increased 


prices. If the corporate tax were to be 
removed—a fantastic supposition—prices 
would have to be reduced an equivalent 
amount in order to remain competitive 
while the corporation could still maintain 
the same earnings on its capital invest- 
ment. Thus the consumer, not the stock- 
holder, is being “double taxed.” 

Your “second group” of readers (who 
wanted lower taxes on dividends) should 
pity the consumer and not the stock- 
holder who is tempted to forget divi- 
dends when reporting income to the In- 
ternal Revenue Service. 

—Cnaries E. Kocn Jr., M.D. 
Shaker Heights, Ohio. 


Plymouth Knock 


Sm: Ellis Brewster, the chairman of 
the Plymouth Cordage Co., deserves a 
lot of credit for the courage he showed 
when American Hardware started its 
campaign to buy the company (“Knock, 
Knock,” Forses, April 15). It certainly 
does not sound as though Plymouth has 
“stagnant management,” as was charged, 
if they are willing to fight so hard to 
save their company—and have already 
started attempting to diversify. 

—Joun J. HERBERT 
Montgomery, Ala. 


(CONTINUED ON PAGE 63) 
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GOOCDYEA 


R DIVERSIFICATION AT WORK 
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Giant Eye for Detecting the Unseen 


Faster-flying jetliners call for more alert ground safety 
devices. Faster-speeding missiles must be located and 
tracked by more sensitive warning systems. Faint mes- 
sages from the stars must be received more clearly— 
to keep America ahead. 

These new radar antennas—man’s electronic eyes 
—are strange in shape and hard to build. Goodyear- 
developed metal-fabricating techniques make them 


Lots of good things come from 


GOODFYEAR 


FOAM PRODUCTS _ 
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practicable. Goodyear-developed reinforced plastic 
radomes protect the antennas from gale-force winds 
and arctic storms. Goodyear research into new ways 
of doing things helps make life better, safer—cuts a 
new path to the front door of space. 

Before an airplane flies, before a rocket can be 
tracked, Goodyear imagination, planning and research 
have been alert—listening to the pulse of tomorrow. 


METAL PRODUCTS SHOE PRODUCTS AVIATION PRODUCTS 





BE YOUR OWN 5OSS! 
EARN $5,000-$10,000 
IN YOUR SPARE TIME 


Own your own licensed 
unattended coin-metered 


| 
| 
i Westinghouse 
® 
: 
| 
| 





a 


| BE FINANCIALLY independent with a | | 


substantial second income. Your own 

prestige Westinghouse Laundromat I 
j store is easily managed in a few ; 
| hours a week while you keep your | 
present full time business, profes- | 
sion or job. Maintenance and service | 
can be contracted out to an inde- 
pendent Authorized ALD Serviceman 
at a modest cost. 


YOUR INVESTMENT NETS 
25%-50% ANNUALLY. 
WE CAN FINANCE YOU! 


BECAUSE ALL equipment is auto- 

matic, coin-metered and easily oper- 

ated by customers without need of | 
attendants, many Laundromat stores | 
are open 24 hours a day, 7 days 
a week—making money for you even 
while you sleep! There are no labor i 
problems, no high overhead, and no | 
inventories. 1 


WE HAVE helped plan over 9500 
profitable laundry stores, now owned 

and operated by salesmen, investors, 

doctors, lawyers, teachers, business- i 
men and production workers. ALD | 
is an international organization with | 
the experience and know-how essen- | 
tial to the greatest profit on your 
investment. ALD can finance up. to 
90% of your total purchase .. . offer 
you the longest financing period 
and the lowest monthly instaliments. 


NO EXPERIENCE NECESSARY 


OUR STAFF of 400 field experts) 
works with you on location, store | 
planning, training and continuing | 
promotional help. For full informa- | 
tion, call, write or wire today. 


ALD, Inc. 


7057 N. Western Ave., Chicago 45 
OFFICES IN 44 PRINCIPAL CITIES 


Detroit * St. Lovis * Cincinnati * Cleveland 
Minneapolis * Dallas * Kenner, la. * Seattle 
Jacksonville * Los Angeles * Burlingame, Calif. ! 
Malvern, Pa. + Pittsburgh + Long Island City, | 
N.Y. * Timonium, Md. + Natick, Mass. 

ALD CANADA, LTD., Toronto 














| 1956. Warns the Bureau: 
| quarter figures will mean more to 


| from 


“Apartment available” signmakers 
should be doing a good business right 
now, to judge from recent findings of 
the Census Bureau. They came up 
with a 7.2% figure for “rental houses 
and apartments” vacancies for first 
quarter 1960, up from 6.4% in the 


| last three months of 1959, and 6.1% 


in first quarter of 1959. This is the 
highest vacancy rate since the Bu- 
reau started this line of enquiry in 
Second, 


Final word from the 
Don’t count out sampling 


trend-seekers. 

Bureau: 

errors. 
ee 2 * 

Goodyear Tire & Rubber Co. under- 
takes the largest expansion pro- 
gram in its history. The company 
will spend $90 million this year on 
plant investment, says Chairman E.J. 
Thomas, bringing the 1955-60 capital 
spending program to $440 million. 


| “These undertakings,” says Thomas, 
| “constitute clear-cut evidence of our 
| faith in the year ahead.” 


e * * 
Decreased government orders had a 
lot to do with a sharp drop in net in- 
come for Chance Vought in the first 


| quarter of this year, says President 


Fred O. Detweller. While income 
other divisions softened the 
blow and bolstered gross income to 
$62.7 million this year (off from 
1959’s $66.3 million), aircraft and 
missile sales fell from $66.29 million 
to $52.2 million. Moreover, the com- 
pany’s backlog of government orders 


now totals only $210 million, well 


down from $330 million a year ago. 


a + 5 
Cigarette smokers are still puffing up 
a storm, reports the Tobacco Mer- 
chants Association. In January and 
February, cigarette shipments, which 
are considered a good barometer of 
consumption, rose 2.8% over 1959 to 
a whopping 72.8 billion smokes. Not 
surprisingly, such tobacco industry 
leaders as R.J. Reynolds and Ameri- 
can Tobacco reported record sales 
and earnings for the first quarter. 


* o . 

Favorite whipping boy of the literary 
crowd, television got unexpected 
praise last month from one book man. 
Dan Lacy, managing director of the 
American Book Publishers Council, 
credited TV with encouraging good 
reading, helping to stimulate a 34% 
increase last year in dollar sales of 
hardbound trade books. Trade book 
executives were hardly convinced, 


however. 


3 * 7 
Dollar sign of changing times: a rap- 


idly industrializing South, long an 
implacable foe of tariffs, now presses 
for them. In Charlotte, N.C. last 
month, textile executives heard Ed- 
ward A. O’Neal Jr., president of 
Chemstrand Corp., urge “a program 
of selected tariffs” to fend off foreign 
competition and thus restore economic 
checks and balances. 


* + e 

James Talcott, Inc., big financing and 
factoring firm, showed a 14% jump 
in first-quarter earnings to 93c a 
share. Volume, up_24% from last 
year, reports Chairman James Tal- 
cott, accounted for the rise in net 
income in the quarter to $990,275. 

* * am 

Ford Motor Co. had its best-ever 
first quarter, showing net of $2.61 a 
share on sales of $1.5 billion, but 
Wall Street was not notably im- 
pressed. One reason: though Ford's 
total vehicle sales were up 13.6%, 
dollar volume climbed only 3.5%, re- 
flecting the lower factory selling 
prices of Ford’s popular compact 
cars. With compacts now reported to 
be taking as much as 45% of Ford's 
production, second-quarter sales and 
earnings may well decline, The Street 
believes. 

’ o e 

Douglas Aircraft, still mired deep in 
the red, now looks for a “slight profit” 
for 1960 as a whole. Continuing de- 
velopment costs on the DC-8 ac- 
counted for $6.2 million of the $6.9 
million loss in Douglas's first quarter, 
reported Chairman Donald Douglas 
Sr. The company now does not ex- 
pect to show profits on the DC-8 until 
the 70th aircraft is delivered. 


* * * 

Switch-back from high-priced equi- 
ties into London’s “gilt-edged” stocks 
(government bonds) is proposed by 
W.F. Andrews, manager of the $340- 
million Unilever pension funds. Says 
Andrews, “Equities should not be 
regarded as the universal panacea for 
inflation.” He put in a plea for “Old 
Consols” yielding 533% and War 
Loan 3%% yielding 554%, which at 
46% and 63 can be bought at around 
half of their par value. Said An- 
drews: “The power of compound in- 
terest is so potent .. . that it will 
more than take care of an inflation 
rate of 2% to 3% per annum.” 


” ° a 

Sun Oil's Chairman Joseph N. Pew 
Jr. emerged from his annual meeting 
blasting bureaucrats. Said he: “All 
the problems of bureaucracy run wild 
are still with us.” Despite this, said 
he, “we have reasonable confidence 
this year will be as good as last year.” 
Seems first-quarter earnings were 
“below last year,” due mainly to a 
poor March, reported President Rob- 
ert G. Dunlop. 
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Avco's magnetic spaceflight— 
When man first travels beyond the moon, the thrust may well be supplied by a new 


system of propulsion, based on principles of magnetohydrodynamics (MHD). This sys- 
tem uses a magnetic field to speed and expel ionized gas for power output. Magnetic 
thrust propulsion is a current project of the Avco-Everett Research Laboratory . . . work- 


ing to extend the knowledge of man. 7 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, 
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“Meet our new accountant! With 


HERTZ AUTO-matic Charge Cards 
we get one simple itemized bill!” 


HERTZ CENTRAL BILLING means one bill, 
once a month no matter how many cars we rent! 


“We get complete accounting control over car rentals —no 
matter how many employees or separate departments rent 
cars— because Hertz Central Billing suits owr accounting 
system. Our HERTZ AUTO-matic Charge Cards speed 
service for our employees at Hertz counters everywhere.” 


Get free HERTZ AUTO-matic Charge Card service (it’s 

the charge card service most companies use) for your Hertz rents new Chevrolets and other fine cors 
company—or yourself. Simply fill out the handy self-mailer 

at right. (With Hertz there’s no application fee.) 


HERTZ puts you in the driver’s seat! 


10 Forses, may 1, 1960 











Ay pqisuodses } owns 
—_— esnyoutss “0 | ren ts sy6ua me 
es0y, Pu ew Of Sps0D e640y4> 
2HOW-OLNY ZLBIH OMS! OSOR)g 








OULM 
sunos20 Aw 04 peg eq 04 se6s042 [] euon [] 407 [] pesojoug ON P4025 ZILYZH sesesg 
we 4M Sj/ONPIAipul Bur moyjoy ey, 405 Sp4n>2 jouctsppo enss) = e115 —esuery $2000 








seudx3 
seuidx3 ‘O}— Psd Hpes> jOUOHON 
ssespPY ssouppYy sesidx3 "OD —Pid> spes> jOUCHON 
oy rs @2uUIAolg ! sseuppy 490445 
40 @4DIS 40 youDlg 
sequaNn @WON 4U0g 


Ol sTug puo aquvo vw junor2y e2uesejey juNCI2y Buly>ey45 


@4045 *B UOT “AyD 























[ jooo’ots40 [ |ooo'ss4o | | O00'S$ spun *eworuj jonuuy 





so0uS 'B 40qQUINN 


Aupdwo> UOHISOg uoKisog 
sseuppy sseulsng 


Sts YAM “S44 uy “844 
ssoulsng ‘ON eucydeje, 
yo eddy ssoursng 
410 4005 : 4H eby 
40}0> seAq 
rp ewoH rr ewoy SS@sppd S14 4D 
HO 6 ley «~L J oumo Buipises supe, 
om, ‘ON eucydeje OWON |1%4 
2eH10 C) oj6urs |_} Pewsow ss pa ssunsjddy 


peg esieyd 9eW-OLNY ZLUAH 
NOILVII1ddV 1VNOSUAd 





OWwON W414 
40 seAoj dw 


ewig *@ eUCT “Ai!D 





HERTZ AUTO-matic Charge Card 


Check this box if you want 
service for your Company 
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and your Charge Card 
HERTZ puts you in the driver's seat! 


is on its way! 
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A HERTZ AUTO-matic 
Charge Card makes 
renting a car 

even easier! 

NO POSTAGE 
REQUIRED! 

Just fill out this 
self-mailing appli- 
cation blank, drop 
it in the mail box— 





Send in your application for a free 
HERTZ AUTO-matic Charge Card today! 
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A HERTZ AUTO-matic 
Charge Card makes 
renting a car 

even easier! 
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NO POSTAGE 
REQUIRED! 

just fill out this 
self-mailing appli- 
cation blank, drop 

it in the mail box— 
and your Charge Card 
is on its way! 


| | | | | | | | | | | | > HERTZ puts you in the driver's seat! 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


WHO’S RESPONSIBLE FOR TV? 


Preoccupied for its first dozen years with growing from 
a mere novelty into a major force in U.S. life, the TV 
industry has had little time for introspection. It has had 
little time for developing a consistent set of rules of 
conduct—other than those forced on it by the FCC or, 
more erratically, by various pressure groups. 

Today TV is striving to develop an acceptable code of 
conduct. It is doing so under the embarrassing circum- 
stances surrounding a series of scandals and the exposure 
of some tawdry fakery. While television programing may 
seem a bit off Forses’ beat, there is one aspect of TV’s 
dilemma about which we have strong feelings: the 
question of sponsor control of program content. This 
interests us because there are parallels between TV’s 
sponsor-producer relationship and the advertiser-pub- 
lisher relationship in the publishing industry. 

Right now, this sponsor-producer relationship on TV 
is the subject of a very hot argument. In fact, it came into 
the open last month in some quiet but dramatic sparring 
between the Standard Oil Co. of New Jersey and EI. du 
Pont de Nemours. It is more than unusual for such blue 
chip companies to engage in public debates, but we think 
Jersey Standard and du Pont have done a public service 
in dragging this important subject out into the public 
arena. 

Jersey Standard 
had its say early 
this year. In an- 
nouncing that it 
was going to pick 
up the tab for The 
Play of the Week 
on TV, Jersey de- 
clared that it 
would keep its 
hands off Produc- 
er David Suss- 
kind’s 
but controversial 


intelligent 
programs. “Our 


Forses, MAY 1, 1960 


Susskind 


contract specifies,’ explained Jersey President M.J. Rath- 

bone, “that we will have no voice in the subject matter, 

script, production techniques or cast of each week’s play.” 

Jersey, in other words, would pay the bill in return for 

a few short messages in the natural intermissions of the 

120-minute program. That would be all. No sponsor 

interference. No sponsor censorship. No sponsor veto 

Obviously not all TV sponsors saw things Jersey 

Standard’s way. Some were completely opposed. Many 

others were on the fence. So last month du Pont spoke 

for the more conventional approach when it took sharp 

issue with Jersey’s point of view. “We wonder a little 

.. .” declared an officially-approved editorial in the du 

Pont house organ, “. . . just where the responsibility for 

TV fare may lie if not with the sponsor under whose 

auspices it is presented. ... When the television audience 

is annoyed its peeve comes through loud and clea 

... It’s then that the public wants a Word With Our 

Sponsor.” President Crawford Greenewalt and other 

top du Pont brass simply felt that the audience would 

blame the sponsor for anything they disliked on the 

program. Or, as one du Pont sympathizer put it: “Every 

four-letter word, every off-color joke and every off-beat 

idea that gets on the program tends to rub off on the poor 
sponsor. We just can’t be too careful.” 

Late last month, 

the New York 

Times climbed 

into the fray. In a 

long Sunday col- 

umn, Times Tele- 

vision Critic Jack 

Gould backed 

Jersey Standard 

to the hilt. “What 

is meant by the 

‘public?’ ” de- 

manded Gould. 

“The pitiful hand- 


ful of viewers 





who take pen in hand to complain to the sponsor? 
Thoughtful people won’t blame du Pont for lapses of 
Shakespeare, Dickens or Wilder.” Gould proceeded to 
laud Jersey Standard for putting art above advertising. 

Who is right? Jersey Standard with its hands-off 
policy? Or du Pont with its idea of full sponsor responsi- 
bility? While we can sympathize with du Pont’s worries, 
we think that Jersey Standard is on the right track. 

There are many reasons, but we would like to elaborate 
on one which is very much within this magazine’s experi- 
ence and competency. Long ayo it became an accepted 
principle in American publishing that the advertiser, no 
matter how affluent, had no right to dictate editorial 
content. Today no reputable magazine will permit an 
advertiser to do so. No sensible advertiser will try. It is 
agreed in principle that the advertiser is simply buying the 
privilege of getting his message across to the particular 
audience which publishing has attracted. He is not 
buying news or editorial space. He is not accepting the 
blame when the editorial content annoys readers or even 
when it is downright inaccurate. 

We do aot see why this same principle should not apply 
to the relationship between TV networks and stations 
and their sponsors. We think that Jersey Standard has 
done the right thing in its arrangement with The Play 
of The Week. We think other sponsors might well follow 
Jersey’s example. 

If Jersey Standard’s experience to date is any criterion, 
they would not lose by doing so. Forses understands that 
95% of Jersey’s mail on The Play of the Week has been 
favorable—in spite of the fact that many of the plays have 
been on extremely adult themes and have even 
used some four-letter words where the producers felt 
they were necessary to the story. “We've been flabber- 
gasted by the response,” says a Jersey spokesman. 
“They’re the most intelligent, thoughtful, interesting 
group of letters we’ve ever received. ... More than 25% of 
them either ask for a Jersey credit card or express the 
intention of switching to Jersey products—although this 
was not what we were looking for when we took the 
program on. Pleased? We're delighted.” 

Very well, the reader may say. But who will police TV 
if the sponsor abdicates his responsibility? Who will 
see to it that freedom of expression does not degenerate 
into obscenity and immorality for its own sake? That 
minimum standards of good taste are enforced? 

Again we think there is a parallel in the experience of 
the publishing business: TV must police itself. This is 
not an easy job: the standards must be high enough so as 
not to offend good taste and yet broad enough to avoid 
stifling genuine artistic and dramatic expression. This is 
not an easy balance to achieve, yet we think that maga- 
zine and newspaper publishers, by and large, have at- 
tained such a balance. 

If TV does not so police itself, if it does not learn to 
protect standards of decency without descending to the 
insipid, then it is simply inviting the government to set 
up standards for it. If that happens, Big Government will 
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get a little bigger and the area of individual liberties will 
get a little smaller. A democratic-minded people does not 
want to see that happen. 

But control and censorship by the sponsor is not an 
acceptable alternative. TV must accept the burden of set- 
ting its own standards and setting them high—and the 
sponsor should not help it shirk that hard task. 


bs 


OFFICERS SHOULD BE STOCKHOLDERS 


A longtime reader of Forses has just written on a 
subject which bothers him—and thousands of other U.S. 
stockholders as well. “Why do you suppose,” he asks, 
“that the officers and directors of [Name deleted] have 
no interest in owning the stock? The whole bunch of them 
own about $100,000 worth out of a total of some $80 
million. Their combined investment adds up to less 
money than the president draws every year in salary.” 

A very good question. Thanks to the principles of full 
disclosure enforced by the Securities & Exchange Com- 
mission, it is obligatory for directors and all officers 
drawing $30,000 a year or more to report on their stock- 
holdings in a company at the time when the company 
solicits proxies from its stockholders. Stockholders in- 
terested enough to read the proxy statements often get 
quite a shock. They sometimes find that, whereas they 
have entrusted a large part of their modest savings to 
the securities of a given company, the company’s top 
officers seemingly have less faith in the company’s future 
than they do. Or at least so it would seem from their 
modest or non-existent holdings of its common stock. 

Admittedly there are sometimes valid reasons for 
directors having only nominal holdings of a company’s 
stock. Sometimes they may be serving on the board 
because they are a good customer. Sometimes they may 
represent a bank or insurance company which has made 
large loans to the company. Or perhaps they have been 
asked to serve because their experience in the company’s 
line of business, or allied lines of business, or in finance, 
are useful to the company. In such cases, their presence 
on the board is a service to the company which they 
need not necessarily bolster with cash investments. 

But this is rarely true of company officers. Stock option 
plans and other forms of incentive plans often make it 
quite easy for officers to own stock. Their ownership is at 
once a token of their faith in-the company and an in- 
centive for them to work even harder for its progress. 
When they do not see fit to invest in it, it may be well 
to ask why they have so little confidence in its future. 

As we say there are valid exceptions. But by and large, 
there are few excuses for officers and directors to fail to 
possess substantial holdings in their own companies. It 
is regrettable that after years of campaigning by respon- 
sible financial groups, there are still many companies 
whose top brass has so little stake in the outcome of their 
own efforts. 
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NEWS ON TEXACO PROGRESS 


From coastal to global operations 
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YESTERDAY—Shortly after its founding in 1902, Texaco had only one, small, wooden barge—transporting 
crude oil slowly along the Gulf Coast and up the Mississippi. Its capacity was 170,000 gallons. 


TODAY—Texaco’s giant steel tankers, like the Trinidad, ply the sea lanes of the free world, carrying 
up to 13-million gallons. This fleet forms part of a vast transportation network that helps keep the 
economy of the free world in balance. Continued Texaco growth, national and global, makes this possible. 


TEXACO ® 


Forses, MAY 1, 1960 





Auxiliary Gas Turbines becoming a 
prime power 


eh 4 Wigs, Spindel 


ooo 


source for industry 


Helmut Schelp, chief engineer, AiResearch Manufacturing Division of ranging in size from 30 to 850 hp. Clockwise from the top: GTC 85-28 


Arizona, Phoenix, surrounded by typical gas turbines now in production 


AiResearch Gas Turbine Engines, 
the most widely used power source for 
the starting, air conditioning, cooling and 
heating of jet aircraft, now are becoming 
a prime power source for industry. 
Easier to maintain because of few 
moving parts, these lightweight gas 
turbine engines develop more horse- 
power per pound of weight and size than 
any other engine. Achieving 
their greatest efficiency 


at maximum speeds, they run on almost 
any fuel and start immediately in any 
weather. 

Future prime power applications of 
AiResearch gas turbines for industry : 
earthmoving equipment; small inde- 
pendent generator plants; marine use; 
helicopters and small conventional air- 
craft ; emergency power plants; air con- 

ditioning, heating and refrigeration ; 
atomic energy (closed cycle gas 


GTCP 105 + GTP 70-6 * GTP 30-1 * GTP 70-10 * GTU 85-2. 


turbine with atomic energy heat source). 

First to design and develop a success- 
ful small gas turbine engine, Garrett is 
the world’s largest manufacturer of 
lightweight turbomachinery — having 
delivered more than 200,000 units, 
including 9000 gas turbines of all types 
ranging from 30 to 850 hp. Through its 
AiResearch Manufacturing Divisions, 
The Garrett Corporation is now offering 
this experience to all industry. 


AiResearch Manufacturing Divisions 


LOS ANGELES 45, CALIFORNIA © PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRESEARCH INDUSTRIAL © AIRESEARCH AVIATION SERVICE © GARRETT SUPPLY © AIR CRUISERS 


AIRSUPPLY-AERO ENGINEERING @© GARRETT MANUFACTURING LIMITED @ C.W.MARWEDEL © GARRETT INTERNATIONAL 
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CORPORATE AGGREGATES 


THE POKER 
PLAYER 


In picking up Bell Aircraft’s 
defense business, has Tex- 
tron’s Royal Little dealt him- 
self a winning hand? Or has 
he built a house of cards? 





CHAIRMAN Royat Lairtie of Textron 
Inc.* has long practiced the corporate 
art of diversification as another man 
might play poker—picking up and 
discarding cards, thriving in an at- 
mosphere of risk. Since 1952 Little 
has bought 26 companies, sold all or 
substantial parts of 5 major operations 
plus a flock of little plants. All in all, 
he has been on balance a winner. 
From an unprofitable textile operation, 
he has parlayed the pot he controls 
in Textron into a profitable and wide- 
ly diversified industrial enterprise. 
Hornswoggled? Last month, Little 
once more sat down to play his favor- 
ite game—this time with a man famed 
as a shrewd corporate poker player in 
his own right: President David M. 
Milton of Equity Corp. When he 
emerged, it was with a deal that left 


*Textron Inc. Traded NYSE. Recent price: 
21%. Price range (1960); high, 2434; low, 19%. 
Dividend al ): $1.19. In icated 1960 pay- 
out: $1.25. —_ per share (1959): $3.61. 
Total assets: $218.7 million. Ticker symbol: 
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Wall Street visibly wondering whether 
Little had finally lost his old sure 
touch. The deal: an agreement to buy 
from Equity Corp.-controlled Bell 
Aircraft the biggest part of its busi- 
ness, a group of companies doing de- 
fense work. The price: full book 
value, or around $32 million. The 
$32-million question with which Wall 
Street was instantly abuzz: whether 
for once veteran trader Royal Little 
had not been slickly hornswoggled. 

Happy to Sell. What Textron will 
be getting for its money are three 
organizations making helicopters, ex- 
perimental aircraft, rocket gear and 
other space-age exotica, which to- 
gether last year accounted for 79% 
of Bell’s $128-million sales. It was 
the price he was paying that gave the 
Canyon pause. As one _ interested 
analyst put it: “If Dave Milton man- 
aged to get book value for Bell’s 
defense business, he made a smart 
deal. This group has done badly since 
Bell Founder Lawrence Dale Bell died 
in 1956. So I'm not surprised Milton 
took such a good offer.” 

When Equity Corp., a management 
investment company, first moved into 
Bell Aircraft in 1948, it paid $8.7 mil- 
lion for 50.006% of its stock. By 
1955, it had seen its investment 
grow to a market worth of $51.3 
million only to fall back to $19.4 mil- 
lion by last December. 

Changing the character of Bell's 
business to include non-defense in- 
dustrial products had not stemmed 


TEXTRON’S LITTLE: 
a new hand for an old hand 


the adverse tide. So Milton decided 
to cash in his chips and clinch his 
still-substantial profits. In Little he 
found the kind of buyer to help him 
do just that. 

Winners & Losers. That Bell’s defense 
business has been ailing is no secret 
whatever. Over the past three years, 
the group’s sales have declined from 
1956's $191-million high to $101 million 
last year. Meanwhile, its net profit 
margin has slipped from 2.1%. to 1.9% 
and its return on net worth from 14% 
to 6%. 

In Milton’s eyes that pointed to an 
anything but satisfactory future fo 
Equity Corp.’s investment. All the 
more so since Bell’s remaining non- 
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Industrial Goods: 

22% of sales ($67.8 million) 
Cleveland Hobbing & Machine Co. 
Fanner Mtg. Co. i 
Pittsburgh Steel Foundry ‘ 
Waterbury Farrel Foundry & Machine Co. 
_] Amster Morton Co. 
| Precisior Methods and Machines 
Schafer Custom Engineering 
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Consumer Goods: 
24% of sales ($73.9 million) 

GC Electronics 

Hall-Mack Co. 

Homelite 

Shuron Optica! Co. 

Textron Metals Co 

Globe Electronics 


Daimo Victor Co. 
MB Electromcs 
Townsend Co 








Defense: 
13% of sales ($40.0 million) 
Accessory Products Co. 


Textiles: Bell Aerespace Corp. 
21% of sales ($64.7 million) : jense Group) 


1959 sales: $101.3 mithon 
Niagara Frontier Division 
Bell Helicopter Corp 
Hydraulic Research & Mig Co 


Amerotron Co. 























defense business showed a 5.6% net 
profit margin on its $27 million in 
sales. This year it is expected to earn 
7% after taxes on $31 million in sales. 

Why then was Little willing to pay 
such a handsome price for a business 
that was clearly going downhill? Wall 
Street, at least, seemed pretty much 
convinced that he had gotten no 
bargain—quite the reverse. “That’s 
a cockeyed assumption if ever I heard 
one,” snapped a Textron spokesman, 
bristling at the very idea. “As a 
matter of fact, it’s a very smart deal 
for us. We have wanted to have more 
defense business for quite a while. 
Now that we have it, we are sure it 
can be profitable if it’s handled prop- 
erly. The Bell companies will comple- 
ment our present defense interests 
and enable us to bid for more parts 
of projects, since our operations will 
be more extensive.” 

But The Street last month still 
seemed skeptical. “These days,” ob- 
served one Canyon veteran, “it’s a 
case of too many companies chasing 
too few defense contracts.” 

Give & Take. For Equity Corp.’s 
David Milton, a onetime junior part- 
ner of the famed jurist Harlan Stone, 
it was a welcome ending to a matured 
term of patronage. And, satisfied as 
he was at the way things had turned 
out, he could afford to be a generous 
seller. “Bell’s tax position,” said he, 
“prevents it from making money on 
its defense group, while Textron’s tax 
position [it has a sizable tax loss 
carry-forward] enables it to make 
money on the same group. So it’s 
good for Bell to sell, and for Textron 
to buy, because of our strange tax 
laws.” 

Just the same, it will be Little, not 
Milton, who will be around to see 
whether the deal will after all have 
proved to be a good buy when all the 
chips are raked in. 


ASSEMBLING SEWING MACHINES: 
part of every language 


18 


CORPORATE SPECIALISTS 





THE OPAQUE 
GOLDFISH BOWL 


With new-found candor, long 
secretive Singer Mfg. seems 
at last to be telling all. But 
the result is still more con- 
fusion than enlightenment. 


“Our PRIMARY objective is to reflect, 
conveniently and accurately, the re- 
sults of our operations as they take 
place.” So saying last month, Presi- 
dent Donald P. Kircher, 45, very much 
the young executive with young ideas, 
mailed out an annual report quite 
unlike anything reticent old Singer 
Manufacturing Co.* had ever pro- 
duced before. Lavish in illustration 
and detail, unlike its predecessors it 
seemed to be the very model of up- 
to-date corporate candor. 

Confusion . . . Wall Street, which 
has long speculated about the true 
value of Singer’s robust foreign assets, 
had good reason to hope that it was 
just that. Especially since many an- 
alysts were eager to know just how 
much those subsidiaries are now con- 
tributing to Singer’s lately not-so- 
robust earnings. Until now, decipher- 
ing Singer’s hodgepodge balance sheet 
has been a task no one but the com- 
pany’s own accountants would have 
undertaken with any confidence. Some 
foreign assets were consolidated; 
others were not. What’s more, until 
Kircher took over in 1958 Singer 
never welcomed prying inquiries into 
the intimate facts of its fiscal fortunes. 

Appearances aside, Singer’s latest 
report was little more enlightening 
than its predecessors. (Confessed one 
Wall Street analyst: “I'm more con- 
fused now than I was before, if pos- 
sible.”) It was not for want of trying. 
Kircher, who is planning to register 
Singer’s shares with the SEC and seek 
a Big Board listing, is apparently quite 
prepared to submit to life in the gold- 
fish bowl of full financial disclosure. 
Unfortunately, that bowl still seems 
to be built of opaque glass. 

Take, for example, the matter of 
Singer’s substantial foreign assets. 
Last year the company at last con- 
solidated the results of its Interna- 
tional Securities subsidiary, which 
owns some 21 operating companies, 
most of them abroad. As far as it 
went, this was all to the good for the 
sake of greater clarity. Trouble was, 
however, that some $33 million in 


*Singer Mfg. Co. Traded American Stock 
Exchange (unlisted). Recent price: 57. Price 
renee (1960): high, 59; low, 5134. Dividend 
(1959): $2.20. Indicated 1960 payout: $2.20. 
Earnings per share (1959) : $4.12. Total assets: 
$522.7 million. Ticker symbol: SMF. 


SINGER’S KIRCHER: 
best of intentions 


foreign assets, which are only 50°% to 
70% owned, are still not consolidated. 
As a result, any accurate appraisal of 
Singer’s foreign business (50.3% of 
1959 sales) is still exceedingly diffi- 
cult. 

. . . Werse Confounded. But it prob- 
ably would not be impossible but for 
another change in Singer’s reporting: 
a simultaneous change in its book- 
keeping practices. In itself this too 
was all to the good. Says Kircher, rea- 
sonably enough: “We want to show 
our profits as we earn them, instead of 
deferring them a year or two.” With 
that in mind, in 1959 he abolished 
Singer’s cumbersome, time-honored 
practice of deferring profits on its 
large installment sales business until 
the money was actually collected. Last 
year, for the first time, Singer instead 
credited profits as the sales were made. 

To be sure, Singer’s earnings in past 
years have now been restated to re- 
flect this practice. But it is not the 
help it might be for curious stock- 
holders. For in Singer’s report, the 
changes resulting from consolidation 
and from its new bookkeeping system 
become commingled. The result is 
to obscure the contribution of each 
to Singer’s over-all sales and earnings. 

Paper Profits. One thing Singer's 
liberalized accounting did accomplish. 
It decidedly enhanced Singer’s visible 
earnings. It added $1.1 million, or 29c 
a share, to Singer’s 1958 net as previ- 
ously listed. In 1959 the impact was 
even more dramatic: at $496 million, 
sales stood at least $95 million higher 
than Singer was expected to report. 
What the new reporting did for net 
income was to boost it a whopping 
50% above the $12 million that Singer 
might have shown on an unconsoli- 
dated, “deferred profit” basis, to $18.4 
million. 

Bookkeeping changes aside, it was 
clear last month even from Singer’s 
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somewhat opaque report that the com- 
pany has recovered considerably since 
it hit the nadir of its fortunes in 1958. 
Yet it clearly still has a good way to 
go to match its profitability of yester- 
year. Last year’s $4.12 a share net 
was 25.8% below the $5.55 Singer 
earned (on a consolidated basis) in 
1956, and no match even for 1957’s 
$4.41 a share. Last year’s return on 
equity: a weak 6%. 

As for Singer’s new willingness to 
make its true situation clear, its 8,500 
stockholders would rightly give Presi- 
dent Kircher high marks for trying. 
But it could not be said that he had 
entirely succeeded. 


PAPER 


THE WOODSMAN 
& THE TREE 


Thomas Mellon Evans has 
sharpened his axe, but no- 
body is sure just where the 
chips will fly at Brown Co. 


IF EVER a corporate tree needed prun- 
ing, it was New Hampshire’s Brown 
Co.* Despite being a major producer 
of pulp, paper and forest and spe- 
cialty products, what money Brown 
would make in one mill it has usually 
lost in another. It could make one 
type of pulp, but not the type it had 
to buy in heavy quantities from out- 
siders for its own production. Tan- 
gled last year in these snarled 
branches, Brown barely managed to 
earn 1% on its sharply understated 
$21.43 a share book value. 

But the Brown tree meanwhile fell 
under the eye of a noted woodsman. 
He was Thomas Mellon Evans, the 
tough-minded Pittsburgh financier of 
Crane Co. and H.K. Porter fame, who 
proceeded to buy up stock in Brown. 
Evans is the man who took a run- 
down locomotive-maker named H.K. 
Porter, and on a $10,000 stake built 
it up into a diversified, $225.9-million 
sales, industrial complex. It was he, 
too, who had seized control of ailing 
Crane Co., sold off some of its assets, 
and used a combination of tax losses 
and capital gains to build up its earn- 
ings in spectacular fashion. 

Shaking the Tree. Last month at 
Brown’s annual meeting, Evans gave 
the gnarled old tree its first real 
shaking. Ailing Laurence F. Whitte- 
more, apparently relieved at the 


*Brown Co. Traded American Stock Ex- 
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STOCKHOLDER EVANS: 
he shook the branches 


chance to do so, retired as chairman. 
In came a new chairman and presi- 
dent, and with them three new direc- 
tors: Charles Holbert, president of 
H.K. Porter; William Greene, an 
Evans public relations man; and Ir- 
ving B. Haass, of the Wall Street house 
of David J. Greene & Co., which owns 
150,000 Brown shares. 

Just what other branches Evans 
still has it in mind to shake remains a 
mystery. Even stockholders at the 
annual meeting really learned only 
one thing. That was whether Porter 
had any intention of acquiring Brown’s 
assets. “None whatsoever,” replied 
Director Holbert. 

The Dark Forest. The more Wall 
Street studied the situation, the more 
difficult it was to see the woods for 
the trees. Even Evan’s holdings in 
Brown were wrapped in mystery. He 
and his supporters had done their 
buying quietly, reportedly through 
J.R. Williston & Beane, which is 
headed by Evans’ old classmate (Yale, 
31) Alpheus C. Beane. According to 
the Brown proxy, these holdings total 


less than 260,000 shares of stock. Yet 
it did not seem likely that Evans had 
gone after control of the company 
with only 10% of its stock. Presum- 
ably he had some help. 

What Evans was after in Brown 
was a good deal clearer. The value 
of Brown’s lush timberlands and 
mills is, by any standards, grossly 
understated on its balance sheet 
Some of its mills, in fact, are believed 
to contribute more to annual earn- 
ings than their value on the books. 
And Brown's 635,000 acres of valu- 
able timberland are carried at only 
$2.8 million, an evaluation which was 
made in 1904. 

That situation leaves plenty of 
room in which Evans could employ a 
favorite trick. By selling off some 
of Brown's property, he could use 
the cash to shrink its capitalization 
by buying in its own stock. Thus at 
no personal cost, Evans would en- 
hance his own percentage of owner- 
ship in Brown. 

The Mysterious Mill. Then, too, there 
is the biggest conundrum of all: the 
fate of Brown’s sulphite pulp mill. 
By a probably knowledgeable estimate, 
the mill has been losing about $2.6 
million a year, a sum roughly equal 
to about $1 in pretax earnings on 
each Brown share. 

As The Street sees it, Evans has 
two courses of action in dealing with 
this mill. He can close it down com- 
pletely, thereby stopping the drain on 
earnings and obtaining a fat tax loss 
carryforward which would protect 
future profits. Or he could convert 
the mill to making kraft pulp, which 
Brown buys from outside suppliers. 
Admits new Director William Greene: 
“The mill is something of a major 
nature that will be looked at early.” 

No Losses. Yet only one thing about 
Brown’s future was really certain 
near month’s end. That was that 
Evans had not sharpened his axe 
merely to pose by Brown’s tempting 
corporate tree. 


PULP MILL & TIMBERLANDS IN NEW HAMPSHIRE: 


a loser and a winner 
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CHEMICALS 


MIXED GRILL 


If you were seeking a clue to 
the course of 1960's econ- 
omy, you would not find it in 
the chemical companies’ first- 
quarter reports. 


BUSINESSMEN last month were anx- 
iously scanning the horizon for a sure 
sign of how 1960’s economy would go, 
but they weren’t getting much help 
from first-quarter results. Even the 
chemical industry, that bellwether of 
economic growth, wasn’t showing 
any very consistent trends. 

A stormy winter (which bred more 
colds) helped American Cyanamid 
set records in quarterly sales and 
earnings. The same stormy winter 
held down gains by Allied Chemical 
Corp. Du Pont got caught in a nylon 
price war and had to settle for re- 
duced earnings on higher sales. 

Dow Chemical Co. boosted its profit 
13.4% to 59c a share on a 10.8% sales 
rise, but Union Carbide Corp. net 
was up a disappointing 1.4% despite 
a 9% sales increase. Chairman 
Morse G. Dial blamed carry-over 
effects of the steel strike. 

American Cyanamid’s profit jumped 
27% to 72c a share on sales of $159.7 
million, both new quarterly records. 
The splurge, said chairman T.L. Per- 
kins, was led by sales of “broad spec- 
trum” antibiotics. People bought 
more antibiotics because more peo- 
ple caught colds last winter. 

Allied’s earnings gain of 21% to 
62c a share might have been even 
more substantial, said Kerby H. Fisk, 
chairman, but for the weather. Bad 
weather held down sales of construc- 
tion material and fertilizers. Much 
of the $15.1-million sales gain (to 
$184.1 million) in the first quarter 
came on heavy coke volume, Fisk 
said, reflecting peak steel production. 

Du Pont’s sales jumped 5.5% to 
$535 million, but price cuts, mostly in 
nylons, clipped 3% from earnings, 
which wound up at $2.10 per share. 

But what did all this indicate for 
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$535 
184 
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169 
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364 


Du Pont 
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——UNCERTAIN WEATHER VANE 


Top Chemical Firms showed mixed 
1960's first quarter. 


the rest of the year? Forecasts by 
chemical company executives followed 
the same up-and-down pattern as 
their first-quarter results. American 
Cyanamid’s Perkins expected record 
results for the full year. Allied’s Fisk 
wouldn’t risk a full-year prediction, 
but said he expected that second- 
quarter declines in steel-oriented 
products would be offset by gains in 
fertilizers and building materials. Du 
Pont’s President Crawford H. Greene- 
walt said sales for the year would “at 
least equal” those of 1959, but he re- 
fused to forecast his earnings. 

All of which left prospects for the 
1960 economy just about where they 
had been: hopeful but foggy. 


SHOES 


THE SHOESHINERS 


A rarely seen visitor, Interna- 
tional Shoe’s Henry Rand, last 
month hotfooted it to Man- 
hattan to polish up a dusty 
corporate shoe. 


CourtTEp with free liquor, fattened up 
on prime roast beef, eight sated and 
diffident financial reporters settled 
back in their chairs one day last 
month to take in the pitch of a rarely 
heard from corporate VIP. The occa- 
sion was a press luncheon in the plush 
Federal Room of Manhattan’s Gotham 
Hotel, and the reporters had been 
invited there to meet usually elusive 
Henry Hale Rand, 50, president of 
St. Louis’ International Shoe Co. 
($85.3-million gross property). 

Main Street, Ho! A cluster of public 
relations men, equally well fed, smiled 
agreement as husky, ruddy-faced 
Henry Rand proceeded to polish up 
the corporate shoes of the nation’s 
largest shoemaker. For his fiscal year’s 
first half (ending May 31), Rand 
predicted a well-heeled $147-million 
sales (up 10.9%), a 25% boost in net 
profits (to about $6.6 million). 

That done, Rand announced that 
International plans to hotfoot it into 
the retail store operations “as heavily 
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and as fast as we can.” “Acquisi- 
tions?” asked one writer, through a 
mouthful of ice cream. “No,” replied 
Rand, ever mindful of the Federal 
Government's harassment of his two 
acquisitive competitors, Genesco and 
Brown Shoe Co. “Only what we can 
do within the law.” 

As it turned out, what Rand appar- 
ently had in mind was not armed 
aggression, but dollar diplomacy. 
Until now, International has dis- 
tributed its wares through 30,000 in- 
dependent retail outlets. Now it plans 
“a sort of partnership arrangement 
with retailers,” will provide them 
with funds and credit to expand. 

What had brought Shoeshiner Rand 
to New York, a town he visits infre- 
quently? Why had International sud- 
denly taken on a New York public 
relations agency which, before April 
1, had faithfully represented Genesco? 
Among the guests, it was a lively topic 
for speculation. All the more so since, 
for years, International’s brass had 
been notoriously close mouthed about 
its business. 

The Sincerest Flattery? Now Inter- 
national’s boss was plainly going out 
of his way to meet the press. Could it 
be that International was worried 
about holding its out-front (in sales) 
position in the industry, a place re- 
cently vigorously challenged by fast- 
growing, aggressive Genesco (Forses, 
July 15, 1959) and profitable Brown 
Shoe (Forses, Feb. 1)? In the past 
five years International’s sales have 
grown barely 14.8% while Genesco’s 
have risen 84.2% and Brown’s 99.1%. 
Thus Rand’s new found interest in the 
retail field seemed plainly to be an 
acknowledgement that Genesco’s and 
Brown’s extensive operations therein 
are paying off. 
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NON-FERROUS METALS 





THE RAIDERS FROM REYNOLDS 


By cutting and slashing its way into rivals’ territo 
has fashioned itself into the second-ranking 


» Reynolds 
.S. alumi- 


num producer. Now it is getting set to tackle the biggest 
job of all—moving into the big time in mass production. 


A courtLy, fox-hunting Virginia gen- 
tleman, Richard S. Reynolds Jr., runs 
his aluminum business with all the 
traditional dash and daring of one of 
the Southland’s history-famed cavalry 
commanders. Nothing so visibly de- 
lights Reynolds as to lead Reynolds 
Metals Co.* in a cut-and-slash sortie 
into enemy territory. And that, in 
Dick Reynolds’ view, covers a lot of 
territory: almost any market now 
held by steel, tin, waxed paper, plas- 
tics, wood, nickel or paperboard. In 
the light, versatile aluminum that 
pours out of Reynolds’ potlines into 
its fabricating plants, Reynolds be- 
lieves he has just the metal to compete 
handily with any of them. 


Target: Tin Cans. Right now Reyn- 
olds is buckling on his sword for his 
latest and most ambitious such foray. 
His objective is a fat share of the 
massive tin can market, until now the 
private preserve of the can makers 
and tin plate producers. 

He already has a slight piece of it, 
making aluminum cans for Esso’s oil. 
That, however, was a mere raid. Now 
the nation’s second-largest aluminum 
producer is moving its heavy guns to 
bear on a new and far larger target: 
the market for metal containers used 


*Reynolds Metals Co. Traded NYSE. R 
cent price: 57%. Price renee (1960) : 
tik, SG Seven ati. Eeehags poe ses 
cat y ; " rn r re 
(1959) : $2.42. “Total assets: $981.4 million. 
Ticker symbol: > 
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to package everything from fruit juice 
to soup. Thus, in effect, Reynolds is 
zeroing in on a business which com- 
prises the steel industry’s second- 
largest market. In all it accounts for 
some 6 million tons of steel a year, a 
total tonnage which could theoretical- 
ly be displaced by 2 million tons of 
far lighter aluminum. Even a piece of 
that would be a rich haul for any 
aluminum producer. But so far only 
Kaiser Aluminum & Chemical has 
even succeeded in breaking into this 
market in any substantial way, with 
an order to supply aluminum for 
Libby, McNeill & Libby Cans. 

“A Year Ahead.” If Reynolds could 
carry its invasion off, it would be no 
small conquest. Last year total U.S. 
consumption of aluminum came to 
roughly 2.4 million tons. Thus even 
10% of the can market would repre- 
sent a walloping increase in the de- 
mand for aluminum. In terms of costs, 
tin plate cans are hard to beat. Yet 
aluminum does have its advantages. 
A typical large maker of frozen orange 
juice, Reynolds estimates, could save 
a cool $300,000 a year in shipping costs 
by using aluminum cans. 

Just how Reynolds plans to launch 
its invasion of the tin can market is 
a closely guarded secret. This much, 
however, Dick Reynolds will say: 
“Reynolds has developed machinery 
which will make aluminum competi- 
tive in cans.” Adds he: “The profit 


FABRICATING SHEET: 
... where the money is... 


margin may not be as great on cans 
as it is on some of our other items, 
but the dollar volume will be greater 
—and that’s exactly what this busi- 
ness needs.” 

For sheer aggressiveness, probably 
no aluminum producer around is a 
match for Reynolds Metals. It is just 
that quality of aggressiveness that has 
carried the company from its be- 
ginnings as a small manufacturer of 
cigarette foil to its present eminence 
as a major producer of aluminum, 
with perhaps the industry’s best-de- 
veloped sense of merchandising its 
manifold potential uses. With such 
imaginative aluminum products as 
wrapping foil, railroad cars, Christ~ 
mas trees and house sidings, Reynolds 
last year broke every record in its 
books. On sales up 10% to a record 
$489.3 million, earnings rose 14% to an 
unprecedented $44.8 million, or $2.42 
a share. 

Though it backed into basic alu- 
minum production, beginning with an 
end use and reaching for its place in 
primary metals, Reynolds’ $931.4- 
million (total assets) aluminum em- 
pire is today every bit as integrated 
as that of any of its rivals. From 
bauxite mining in its own reserves 
in Jamaica, Haiti, British Guiana and 
Arkansas, through aluminum produc- 
tion, basic metal reduction and fabri- 
cating, Reynolds is an aluminum em- 
pire complete in itself. 

Even more notable is the growth 
momentum Reynolds retains. Over 
the past five years it has boosted its 
sales by 59.5%. That’s a cut below 
Kaiser Aluminum & Chemical’s 62.5% 
gain, but better than double the rate 
of growth shown by both Alcoa and 
Aluminium. In the same years, more- 
over, Reynolds’ earnings have better 
than doubled (the exact gain 


was 


DAVID REYNOLDS: 
... is his meat 


21 


ra 





120.9%), while earnings of the other 
major producers were all slipping. 

The Promised Land. Only one flaw, 
in Dick Reynolds’ own eyes, mars his 
company’s triumph. Bluntly put, most 
of the end uses of aluminum are, taken 
singly, still penny-ante stuff. Over 
the past decade, aluminum, as a metal, 
has fought its way into literally thou- 
sands of new uses and products. 
Nevertheless, as an industrial process, 
aluminum fabricating is still closer to 
piece-work manufacture than to 
process mass production as, for in- 
stance, Detroit knows it. One Reyn- 
olds’ plant, for example, today makes 
some 30,000 different items. 

To Reynolds’ boss, who observes 
that the really big profits in almost 
any other industry come from the 


fabricated products. For it is in fab- 
rication, rather than the primary pro- 
duction of pig and ingot, where the 
real money is. That is a lesson which 
has never been lost on Reynolds’ 
brass. Thus, fabricating of semi- 
finished items represent about 73% of 
Reynolds’ total sales. That is roughly 
the same proportion as obtains for 
Alcoa. By' contrast, about 57% of 
Kaiser’s revenues derive from semi- 
finished items, perhaps 49% of 
Aluminium’s. Explains Reynolds: 
“Aluminum production involves a 
notoriously low return on capital, be- 
cause the initial investment is so high. 
So the more work we can put into 
the metal, the better we like it.” 

The Merchants. When it comes to 
the direction their company will take, 


RED BAUXITE ORE READY FOR CONVERSION INTO ALUMINA: 


mass production of a few items, this 
is an unsatisfactory state of affairs. 
So to him, even cans, railroad cars 
and the like represent only a beach- 
head on the promised land. Says he 
frankly: “What we’re doing is trying 
to move from a job shop to making 
huge, mass-produced items.” 

Nothing less than a revolution in 
the aluminum business—perhaps in 
cans, or something else that is bought 
by the millions—could bring Reynolds 
to that goal. “Sometime in the 1960s, 
we'll reach it,” says Reynolds con- 
fidently. “Take cans. That won’t be 
a small order business. They'll be 
priced and sold on the basis of runs 
in the millions.” 

Short of such big mass, big run 
markets, however, an aluminum pro- 
ducer’s biggest chance for profit is in 
upgrading its primary aluminum into 
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the battle now rages at the other end 
the Reynolds clan are very much their 
own masters. Together President 
Richard Reynolds, brothers David and 
William (both executive vice presi- 
dents) and J. Louis Reynolds (head 
of Reynolds International) and other 
members of the family control all the 
“A” stock of U.S. Foil, which in turn 
owns roughly half of Reynolds Metals’ 
16.9 million shares of common stock 
(see chart, p. 23). 

The distinctive Reynolds’ way is to 
put first emphasis on merchandising 
aluminum, rather than on producing 
it. Says Dick Reynolds: “We've always 
looked on aluminum as our raw ma- 
terial and we’ve gone our own way. 
When I started out in this business, 
my father used to say to me, ‘I don’t 
want you telling me about Alcoa’s 
plans. What are you doing?’” 

What Reynolds did do was aggres- 


sively look for new markets. Profes- 
sional printers, for example, were 
doubtful whether it was possible to 
print on aluminum foil until Reynolds 
showed them how, thereby opening 
up a whole new market in aluminum 
packaging. Reynolds, too, was the 
first to come up with a household 
aluminum foil sheet (Reynolds Wrap), 
the first to sell “hot” molten metal to 
the automakers, the first with alu- 
minum packaging. “These three mar- 
kets,” observes Reynolds with satis- 
faction, “are now the hottest ones in 
the industry.” 

That is not quite true. For equally 
hot is a new mass production market 
pioneered by Kaiser, which made 
aluminum competitive with galva- 
nized iron in electrical conduits. “And 
a very good thing that was,” concedes 
Dick Reynolds. “It opened up a whole 
new market for aluminum.” 

One other thing Reynolds did not 
do: when Aluminium was opening up 
its vast primary aluminum facilities at 
Kitimat, it invited all the other major 
producers to invest in the project in 
return for a share of its output. The 
others did, but Reynolds did not. He 
suspected that the whole industry 
might soon find itself with excess pri- 
mary production. It did. So much 
so that Kitimat’s production has so 
choked the cooperating companies 
with primary metal supplies that only 
Reynolds among the major producers 


has been able to increase its profits 
since 1956. 

Reynolds instead thinks of his com- 
pany as something of a missionary of 
progress in its industry. “We have al- 
ways,” he claims, “tried to make the 
pie bigger, not just to get a bigger 


piece of what there was. We have 
never taken any business away from, 
say, Alcoa—but the other companies 
have taken business away from us.” 

The Big Drop. These uncertain days 
Reynolds and its competitors can use 
all the business they can find. For not 
only is the industry bedeviled with 
excess capacity, but the aluminum 
makers no longer can “put” excess 
production to the Government as they 
once could. Under a five-year pro- 
gram now ended, the U.S. Govern- 
ment had offered the aluminum com- 
panies, as an inducement to expand 
their plant, to take any excess metal 
off their hands for stockpiling. Under 
this plan, in 1958 Reynolds put to the 
Government no less than 134,000 tons 
of primary aluminum, or some 15% 
of its total sales. In 1959 this shrank 
to 46,000 tons, or 7% of the company’s 
total sales. In 1960 no such shipments 
will be made. 

This has kept Reynolds with a con- 
siderable gap to fill but no doubts that 
it can be filled. “So far,” says Richard 
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Reynolds, “we've been able to increase 
our commercial sales enough to par- 
tially make up the difference in the 
Government buying.” 

Cold Winds in Dixie. Not so easily 
solved was Reynolds’ first 1960 quar- 
ter when every passing day seemed 
to bring more cold winds sweeping 
through its Dixieland office. First 
there was the cessation of govern- 
ment stockpiling. Then two of the 
biggest Reynolds’ customers—home 
builders and auto makers—fell behind 
expectations in sales. Finally the 
well-heralded 1.3c a pound aluminum 
price increase in January brought 
a reverse twist to the alumi- 
num makers’ fortunes that even Wall 
Street had not foreseen. Instead of 
raising first-quarter earnings to new 
highs, it actually cut them badly. 
Anticipating the markup, aluminum 
customers had bought at a hand-over- 
fist rate in November and December 
to fill their own stockpiles before 
prices rose. Notes Reynolds: “We had 
the biggest fourth quarter ever, and 
we shipped out everything but the 
kitchen sink.” 

All told, probably $2.5 million to $3 
million of Reynolds’ profits in the 
fourth quarter actually were bor- 
rowed from its normal first-quarter 
business. So Reynolds’ sales fell about 
5% below last year’s $111.9 million. 
First-quarter profits, as the company 
itself admits, wound up $3 million 
below the $9 million (74c a share) it 
earned in the same period of 1959. 

The Spur. To Richard Reynolds, this 
unhappy turn of events is merely a 
spur to his ambitions to drive harder 
into enemy territory in cans, house 
sidings and other products. For right 
now he is running his plant at only an 
estimated 80% of capacity, and alu- 
minum is a notoriously high fixed-cost 
business. Few other major industries 
are so heavily capitalized with debt 
and preferred issues ahead of their 
common—the fixed charges which 
make their breakeven point high. 

But in aluminum when you get 
close to your breakeven point in vol- 
ume, you can’t just cut your price to 
attract more business. The reason is 
that it takes anywhere from eight to 
ten kilowatt hours of electricity to 
make one pound of metal. With power 
selling at anywhere from two to six 
mills, that means an electricity bill 
alone running as high as 6c a pound 
on metal selling for 26c. Added to 
the costs of ore and freight, that 
does not leave much room for price 
shaving. 

Instead, the aluminum producers 
are put on their mettle to exploit an- 
other kind of advantage besides price. 
That is the one expressed in the 
strange trade term “as cost.” Simply 
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THE REYNOLDS PYRAMID 


Through ownership of all the voting stock of U. S. Foil (approximate market value 
$22 million), the Reynolds family controls more than $1 billion worth of corporate 
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put, what it refers to is how much 
more money a fabricator must spend 
on his raw material to upgrade it 
into the finished product. 

Here, as against rival metals, alu- 
minum has a unique advantage. Con- 
sider so work-a-day an item as an 
oil pump housing. Cast in iron, the 
pump weighs six pounds and is only 
15%, as they say, “cost complete” (i.e., 
another 85c worth of processing will 
have to be added to bring its value up 
to $1). Made of aluminum, however, 
it weighs 11 ounces and is more than 
85% “cost complete.” Thus, though 
an aluminum casting costs perhaps 
half again as much as a comparable 
iron casting, the iron requires a con- 
siderably broader investment of labor 
to finish. 

The Aggressor. With age, Reynolds 
Metals’ aggressive instincts might 
have been expected to flag. But as 
its major rivals learned to their dis- 
may last year, not so. In a brilliant 
coup, it grabbed control of a monu- 
mental prize in the form of a 47% 
interest in Great Britain’s British 
Aluminium Co., Ltd. 

It came about from a challenge to 
Richard Reynolds’ well-developed 
competitive instinct. Out to build a 
reduction mill in Canada, he found 


a short cut to what he wanted, Great 
Britain’s British Aluminium Co., Ltd. 
was building just such a mill in 
Canada. As Reynolds soon discovered, 
British Aluminium’s entire equity was 
selling on the London Stock Exchange 
for a mere $50 million, a price which 
included large Australian deposits of 
bauxite, along with fabricating plants, 
and sales outlets throughout the ster- 
ling area as well. 

In partnership with Britain’s Tube 
Investments, Reynolds quietly began 
to buy British Aluminium stock, which 
soon led the company to offer 4.5 mil- 
lion of its unissued shares of stock to 
Alcoa. What then erupted was what 
British newspapers were soon calling 
“the Great Aluminum War.” The cli- 
max came when, in just two hectic 
days, Reynolds bought 1.7 million 
shares of British Aluminium, the 
heaviest trading in a single stock in 
the entire history of the London Stock 
Exchange. 

Spoils of Victory. It was a notable 
investment. British Aluminium re- 
ports earnings only at the end of its 
fiscal year, but first-half profits in the 
current year are believed to have at 
least doubled. 

Of even greater long-range impor- 
tance, British Aluminium gives Reyn- 
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it’s the added processing that pays 
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olds access to world markets where 
per capita aluminum consumption lags 
far behind the U.S.’ 27 pounds a year. 
Consumption per capita, for example, 
in the United Kingdom, is only 9.2 
pounds and in the European common 
market nations it is six pounds. As 
Reynolds sees it, the rising standard 
of living abroad eventually will bring 
its aluminum consumption closer to 
the U.S. level. 

Reynolds, of course, is not the only 
producer to recognize this foreign 
promise. Beaten out in its bid for Brit- 
ish Aluminium, Alcoa promptly coun- 
tered with an agreement with Imperial 
Chemical to establish a fabricating 
company in England. Meanwhile ag- 
gressive Kaiser Aluminum & Chemi- 
cal snapped up a 50% interest in 
Britain’s smallish James Booth Alu- 
minium, Ltd. But Reynolds clearly 
feels that it has run off with the prize 
of them all. 

Time to Shine? Such moves, how- 
ever, are mere diversions from Reyn- 
olds’ big ambition: to develop mass 
production fabricated items. David 
Reynolds, the company’s sales chief, 
agrees that its attainment is not far 
off. “The big breakthrough,” says he, 
“will come this year and in 1961. By 
the latter part of this year and the 
beginning of next year, for example, 
you'll see major tonnages in aluminum 
cans alone.” 

That is not the only volume break- 
through the Reynolds are expecting 
to make. Last year, as David Reyn- 
olds points out, the Southern Railway 
contracted to build 1,205 cars from 
aluminum supplied by Reynolds. That 
one order, involving some 18 million 
tons of the light metal, was, as Reyn- 
olds observes, “the biggest single use 
of aluminum sheet last year.” Adds 
he: “Even in this one use, we have 
just scratched the surface.” 

Another big target is Detroit, which 
year by year is using more and more 
aluminum in its product. Meanwhile 
Reynolds is also making some head- 
way in selling aluminum as a lining 
in old railroad cars, where its advan- 
tage is that it weighs one third less 
than steel, yet lasts ten times as long 
as plywood. 

Of all the new uses for aluminum, 
however, housing clearly provides the 
best bet for ultimate mass-produced 
items. Currently, Reynolds is open- 
ing up centers all over the U.S. where 
builders will be able to get a full line 
of such painted aluminum products as 
siding, drainpipe, heating ducts and 
similar items. “This is the fastest 
growing thing in aluminum today,” 
says Dave Reynolds. “We’re looking 
for a record year in 1960 for building 
products.” 

All of which is not to say that po- 
tential customers are just waiting for 
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ROCKET TAIL SECTION: 
something for moon men 


the aluminum salesman to drop by 
their offices. Far from it. Aluminum 
meets resistance of one kind or an- 
other all down the line. But where it 
can, Reynolds will go ahead and fash- 
ion a product out of aluminum itself, 
just to show the customer that it can 
be done. That was the story with the 
six-bottle carrying case for Coca-Cola. 
By building the carrier itself, Reyn- 
olds was able to show that while the 
aluminum product is ten times more 
expensive than its 4c competitor, it 
lasts 12 years against cardboard’s 
three months. 


ROLLING ALUMINUM FOIL: 
something for the housewife 


More to Come? Meanwhile, Reyn- 
olds is keeping a quite different new 
product cooking on its back burner. 
That is polyvinylchloride, a versatile 
plastic which is finding growing mar- 
kets in packaging. So far, it must be 
admitted, this plastic still represents 
a very small part of Reynolds’ busi- 
ness, contributing perhaps $700,000 to 
total profits last year. 

Nevertheless, the PVC operation 
now is running three shifts a day, 
seven days a week. “While it’s not 
one of our main products,” remarks 
Richard Reynolds, “we feel that it has 
a big future—and we plan on expand- 
ing and pushing it.” 

Paying the Piper. Yet Reynolds con- 
fronts these days a very real problem 
in its large ambitions. It is whether 
it can continue to grow without bury- 
ing itself under a flood of stock cer- 
tificates. In its day, Reynolds was one 
of the most heavily leveraged stocks 
in American industry. That debt bur- 
den has since eased. Last year, how- 
ever, it had to float 550,000 shares of 
preferred stock, convertible into one 
and a third shares of common. By 
their very nature, such offerings spell 
dilution. 

In itself, the prospective dilution is 
slight: only 6%. The question is 
whether it is a prelude to more. Dick 
Reynolds says no. The preferred issue, 
he points out, was necessary to ac- 
quire British Aluminium. Yet that, he 
says, was a trade in which Reynolds 
Metals came out way ahead. “To get 
4% of British Aluminium’s equity,” he 
observes, “we had to trade 6% of our 
own equity. Ten years ago, 6% of 
British Aluminium would have bought 
47% of Reynolds Metals.” Concludes 
he: “A damn good trade, it seems to 
me.” 

From here on out, Reynolds’ brass 
feel they can easily expand their 
present operations without resorting 
to the heavy capital outlays involved 
in new plants. Says Vice President 
John Krey: “Assuming the same price 
level, and assuming that we can sell 
our entire output, we could build our 
sales volume to $750 million without 
putting up another dollar’s worth of 
plant.” 

The Road Ahead. Thus, despite his 
troubles in the first quarter and the 
overcapacity now bedeviling the in- 
dustry, Richard Reynolds professes 
nothing but optimism on the future. 
“I’m sticking my neck out consider- 
ably,” he says, “because the first quar- 
ter was off considerably. But I'm still 
optimistic and I think we'll wind up 
ahead of last year, perhaps by about 
10% in our total sales.” And for the 
years ahead? Answers he: “Our 
whole business should get better from 
here on out.” 
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ELECTRONICS 


THE INCUBATOR 


Can Clevite succeed where 

Beckman failed in hatching 

Bill Shockley’s electronic 
egg? 





THE cuckoo, ornithologists tell us, is 
a European bird with a scrounger’s 
habit of laying his eggs in other birds’ 
nests for other birds to hatch. Cor- 
porations sometimes show a similar 
trait. Unable to hatch a particular 
corporate progeny, they are often not 
at all loath to passing it into another 
nest, Last month Los Angeles’ Beck- 
man Instruments dropped an espe- 
cially thick-shelled egg into the well- 
feathered corporate nest of Cleveland’s 
Clevite Corp.* The egg was the small- 
ish Shockley Transistor Corp. of Palo 
Alto, Calif. 

Shockley’s most recent foster parent 
seemed more than happy to be rid of 
it. “Selling Shockley,” said Beckman 
Treasurer George J. Renne, “is one 
of the best things that has happened 
to us for years. It was losing between 
$750,000 and $1 million annually.” 
Along with the deal went Shockley’s 
founder and general manager, Nobel 
Prize cowinner (for inventing the 
transistor) Dr. William Shockley. 
Sighed Beckman’s Renne: “Shock- 
ley’s a brilliant scientist, but, brother, 
he’s no general manager!” 


*Clevite Corp. Traded NYSE. Recent price: 
5414. Price range (1960): high, 57; low, 42. 


Dividend (1959) : $1.15. Indica Se: 
$1.20. Earnings r share (1959): $3.36. Total 
assets: $68.2 million. Ticker symbol: CGH. 


CLEVITE’S LAFFER: 
expert on production 
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Beckman’s bad luck notwithstand- 
ing, Clevite was delighted with both 
Shockley and his unhatched egg. In 
fact, Clevite President William Gil- 
lespie Laffer felt that Beckman’s loss 
was Clevite’s gain. “The Shockley 
acquisition,” Laffer happily told stock- 
holders at the annual meeting, “is a 
major step in the strengthening and 
expanding of our semi-conductor 
operations.” 

An Old Hand. A longtime manufac- 
turer of bearings and bushings for the 
auto industry, Clevite is actually an 
old hand at incubating thick-shelled 
eggs and raising strange birds. Start- 
ing in 1952 Clevite began picking up 
companies making such assorted 
products as transistors, jet engine 
turbine blades, instruments and piezo- 
electric compounds (tiny elements 
that form the heart of most phono- 
graph pickups). As Clevite struggled 
to fit these outfits into its corporate 
nest it ran into plenty of trouble. 
Clevite’s earnings dropped from $2.88 
a share in 1950 to a humble $1.60 a 
share in 1958. 

But when Bill Laffer took over as 
president in 1955 he thought he knew 
what the trouble was: Clevite, a tra- 
ditionally production-minded com- 
pany, was trying to wrestle with non- 
mass-production products. 

Laffer concentrated Clevite’s elec- 
tronic efforts in a few carefully chosen 
markets, where it could get into mass 
production. For example, he made 
Clevite the leader in gold-bonded 
glass diodes, which go into virtually 
every make of transistor. He sold two 
acquisitions which had not worked 
out. By last year, Laffer had raised 
Clevite’s net to $3.36 a common share. 
“In 1959 for the first time,” boasted 
he, “all of our divisions were profit- 
able.” But Laffer was proudest of the 
fact that electronics, once a minor 
part of Clevite’s business, by last year 
had risen to a solid one third. “Elec- 
tronics,” promises he, “will soon be- 
come our dominant activity.” 

“We're Production Men.” Laffer, a 
production man’ who spent 6% years 
as Clevite’s works manager, is con- 
vinced he can make Shockley Tran- 
sistor pay where Beckman failed. 
Shockley’s production will come under 
the watchful eye of General Manager 
Jim Batty, who built for Clevite what 
the company claims is one of the most 
efficient transistor production lines in 
the country. “We're experts on pro- 
duction,” says Laffer. “That’s what 
Shockley has needed.” As for Sci- 
entist Bill Shockley, he will boost 
Clevite’s semi-conductor research, 
leave production to Laffer and Batty, 
who have high hopes of turning Beck- 
man’s egg into a pure white corporate 
swan. 


REAL ESTATE 


THE “LEX” GOES 
BLACK 


Quite a few of Loew’s familiar 

old marquees are going to be 

forever dimmed if Real Estate 
Man Tisch has his way. 





On Manuartran’s Lexington Ave. di- 
rectly opposite the General Electric 
Co.’s soaring towers, a ramshackle 
board structure last month marked 
the site of a building coming down 
Under the wreckers’ hammers were 
the familiar marquee and baroque in- 
terior of Loew’s Theatres* Lexington 
movie theatre. The “Lex,” an unprof- 
itable relic of the days when that part 
of mid-town Manhattan had been 
more of a dormitory and less of a 
commercial district, was squatting on 
valuable ground without paying its 
way. In the movie palace’s place will 
rise a $20-million, 25-story hotel. 

If Real-Estate Man Lawrence Tisch 
has his way, the Lex will by no 
means be the last Loew’s movie 
marquee to be forever blacked out. 
Says Tisch: “Loew’s has a lot of real 
estate which should be producing a 
good deal more money than it is now.” 
Tisch, moreover, is likely to get his 
way. Tisch Hotels, which he jointly 
owns with his brother, Robert, has be- 


*Loew's Theatres. Traded NYSE. Recent 
rice: 154%. Price range (1960): high, 16%; 
», 14. Dividend (1959): none. Indicated 
1960 payout: none. Earnings per share (1959) 
75c. Petal assets: $86.1 million. Ticker sym- 
bol: LTR. 


Loew’s Larry TISCH: 
expert on realty values 
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come the biggest single stockholder in 
Loew’s Theatres. Through the open 
market purchase over the past 12 
months of 25% of Loew’s 2.6 million 
common shares, the Tisch brothers 
have become: the real power in the 
famed old cinema chain. President 
Eugene Picker is nominally chief ex- 
ecutive officer, but as chairman of the 
finance committee, Larry Tisch is 
clearly the final boss. 

“Savings Bank Return.” Tisch has 
good reason to be less than satisfied 
with Loew’s as it is. Last year the 
company netted only 75c a share on 
common shares whose conservatively 
stated book value was slightly over 
$22 a share. “A savings bank kind of 
return,” Larry Tisch scornfully calls 
it. Moreover, Wall Street has yet to 
share the Tisch brothers’ enthusiasm 
for Loew’s shares: late last month 
LTR was still selling just a shade over 
15, hardly more than the average price 
of 14% which Tisch paid. 

But Tisch, who at the age of 37 has 
had a meteoric rise in the real-estate 
world, knows what he is after. “What 
first attracted me to Loew’s,” says he, 
“is still there. It is a company with $20 
million in cash, a highly profitable 
radio station (Manhattan’s WMGM) 
and a fine string of properties, many 
of which could make a lot more money 
than they do now.” 

Intriguing Real Estate. Certainly it 
was the underlying real estate which 
originally intrigued Tisch. It is car- 
ried on Loew’s books at a depreciated 
value of just $59.9 million (undepreci- 
ated book value: $117.3 million), but 
would undoubtedly be worth far more 
today, since most of Loew’s theatres 
sit on prime downtown real estate. 
What these properties currently lack 
in earnings they partly make up in 
cash flow. Notes Tisch: “Add $1.10 a 
share for depreciation to last year’s 
earnings and you've got $1.85, which 
is respectable.” 

Respectable perhaps, but the Tisch 
brothers did not build a $65-million 
hotel and real-estate empire almost 
from scratch on merely “respectable” 
returns. Tisch plans to raise that cash 
flow a good deal higher by such deals 
as the hotel which will replace Loew’s 
Lexington. On an investment of some 
$5 million by the company, he expects 
the eventual yearly cash flow from the 
new hotel to reach $2.5 million vs. 
just $75,000 for the old theatre. 

Just a Starter. The Lexington deal 
is just a starter. “Right now we're 
appraising each property individual- 
ly,” says Tisch, “weighing its value as 
a theatre against its potential value 
in some other form.” As a result, 
“maybe 20” theatres have been ear- 
marked for a change. Eight others, 
marginal moneymakers at best, have 
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already been sold off. “When we sell,” 
says Tisch, “we actually strengthen 
our earnings base by converting red 
ink into a capital gain.” An example: 
the old Loew’s Poli theatre in New 
Haven, Conn. which was producing 
only red ink. The Poli, when sold, 
brought a $300,000 capital gain. 
“What's more,” boasts Tisch, “we sub- 
stantially improved the earning power 
of our other New Haven theatre.” 

The “air space” over many low- 
lying Loew’s movie houses is worth 
money, too. Located in a booming 
Manhattan residential area, Loew’s 
72nd St. will provide $200,000 in an- 
nual lease income when it is replaced 
by a 1,000-room apartment building. 
Today it produces only a small frac- 
tion of that figure. As for the 80 or 
so properties which are destined to 
remain theatres, Tisch has prescribed 
an extensive program of face-lifting 
for them, hopes to be able to derive 
higher revenues from “road show- 
ings” of Hollywood spectaculars. 

Hopes for the Box Office. Tisch, 
ebullient by nature, is even optimistic 
about this phase of his business. “We 
think the movie business has seen 
bottom and is coming back,” says he. 
“Give us good pictures like those Hol- 
lywood is making now, and we'll make 
money as an exhibitor.” But it is 
Loew’s real estate which really brings 
the sparkle to Tisch’s eye. “With all 
that property,” says he, “in the long 
run I don’t see how I can go wrong.” 
Whether he is correct or not, after 
noting Tisch’s past performance Wall 
Street is not inclined to scoff at his 
ambitions. 








Vf ad Tata’. 
QOOQOOOQOOQOOQOOO OOO OOOOM 


Real estate speculator Larry Tisch, 
whose meteoric rise suggests that he 
knows values, has moved into Loews 
Theatres. The attraction: assets worth 
$22 a share at old valuations, avail- 
able at a market price of around $15. 

















ELECTRONICS 


TIGER AT 
THE GATES 


Pay TV, the menace the net- 
works chased away when it 
was a mere cub, was back lasi 
month as a half-grown tiger. 





SCARCELY a dozen years ago, television 
gerrymandered a giant commercial 
empire out of radioland and movie- 
land. So fascinated was the audience 
with its free entertainment and so 
pleased were the advertisers with the 
response to their commercials, that 
the networks and their friends had 
little trouble silencing the objectors. 
Almost -entirely ignored were the 
minority who felt that the U.S. public 
might be better served if it paid cash 
for TV programs and was thus spared 
the commercials. Pay TV, despite the 
best its partisans could do, was un- 
ceremoniously chased away. 

Bigger & Bankrolled. But last month 
the pay TV tiger was back at the 
broadcasters’ gates. This time it was 
no mere cub. Heavily bankrolled and 
bearing impressive evidence that pay 
TV can work both technically and 
financially, two big ovsfits were ready- 
ing their wares for a massive dem- 
onstration. One was a partnership of 
Zenith Radio Corp. and the RKO- 
General subsidiary of General Tire & 
Rubber. The other was International 
Telemeter, a pay TV subsidiary of 
Paramount Pictures Corp. 

Obviously meaning business, Zenith 
President Joseph Wright and RKO- 
General’s President Tom O’Neil were 
getting ready to ask the Federal Com- 
munications Commission to approve a 
three-year test of their version of pay 
TV in Hartford, Conn. Equally de- 
termined, Telemeter, which needs no 
government permission, was getting 
ready to prove to U.S. viewers that 
they will like Telemeter programing 
as much as Canadian viewers have in 
a two-month test in the Toronto sub- 
urb of Etobicoke. If the two pay TV 
proprietors have their way, coin boxes 
will be jingling atop U.S. television 
sets late this year or early next. 

One Philosophy, Two Techniques. 
Though differing technically, Tele- 
meter and Zenith-RKO General have 
the same programing philosophy that 
pay TV-ites have always had: for $1 
or so, viewers should be able to see 
right in their living room such first 
run entertainment as Broadway plays, 
hit movies and top sports events, items 
not now available on the commercial 
networks. 

Beyond this, however, the two sys- 
tems part company. RKO-General 


Forses, May 1, 1960 





plans to use existing television chan- 
nels to broadcast a scrambled picture 
which can be straightened out by 
dropping coins in Zenith-built coin 
boxes affixed to TV sets. It proposes to 
buy Hartford’s UHF station, WHTC- 
TV, and has established a $2-million 
war chest to win the right to put pay 
TV into operation. After that, RKO- 
General is committed to spend up to 
$10 million to make the test work, 

By Cable Only. Telemeter’s position 
is quite different. It doesn’t face any 
inquiry by federal agencies because 
it uses leased lines (from local tele- 
phone companies) to pipe its pro- 
grams to viewers directly. Telemeter 
President Louis Novins has been run- 
ning a test in Etobicoke, Ontario since 
the end of February. Telemeter 
started with 1,000 customers and now 
is nearing the break-even point of 
5,000. Although Telemeter is quick to 
report gains in customers, it doesn’t 
say how much has been poured into 
the experiment. 

Still, parent Paramount Pictures is 
sitting on $24 million in cash and 
equivalent and President Barney 
Balaban insists that he is ready 
to pick up the tab for Telemeter to 
go ahead on an even bigger scale in 
the U.S. Last month Telemeter’s 
Novins was carrying on negotiations 
with Video Independent Theatres 
Corp. of Oklahoma City, Okla, and 
reported that the two companies are 
“only $5 apart” in financial arrange- 
ments. But wherever Telemeter finally 
lands, says Novins, “We're ready to go 
this year.” 

Why So Sure? What's behind the 
new confidence that pay TV men are 
feeling? The results of years of test- 
ing and experimenting, for one thing. 
The kinks that marred pay TV opera- 
tions in Palm Springs, Bartlesville, 
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Leonard GOLDENSON: 
he was dead against it 


Okla. and Chicago a few years ago 
have all been ironed out, pay TV men 
say. 

Yet Tom O’Neil’s proposed opera- 
tion in Hartford is much more im- 
portant to the future of pay TV than 
anything that’s been tried in the U.S. 
up to now. Although it has been 
labeled a test, it’s much more than 
that, and O’Neil knows it. “In a 
sense,” says one of his aides, “this 
is a prototype operation. From the 
27 cities we looked at, we picked 
Hartford because it’s a proven test 
city. We are going to find out there 
whether we can make coin box TV 
pay off.” 

Where's the Money Coming From? 
Paramount, on the other hand, al- 
ready has poured at least $10 million 
into its Telemeter subsidiary without 
yet having any actual operation to 
show for it except for the small, ex- 
perimental ones outside Toronto. 
Telemeter’s capital costs are admit- 
tedly going to be very high: $100 per 
home wired for pay TV in a system 
of 5,000 customers or more (the 
charge to homeowners is $5 each). 

Paramount-Telemeter hopes to beat 
the money problem by granting 
franchises to local enterpreneurs who 
would raise the money needed to set 
up studios and wire systems. In the 
New York area, for example, there 
might be as many as 30 franchises. 
“It would take Andrew Mellon to 
wire the whole city for Telemeter,” 
admits a spokesman. Paramount 
thinks its old-time moviehouse own- 
ing customers might well be inter- 
ested in franchises. 

Paramount would get its cut 
through royalty payments and possi- 
bly through leasing Paramount-made 
movies to Telemeter licensees. 

Needless to say, the TV networks 


are keeping a nervous watch on all 
this. The networks avow, as they 
always have, that the airways should 
remain free. No one in the networks 
is conceding anything, least of all that 
pay TV is inevitable. Snaps Leonard 
H. Goldenson, president of Ameri- 
can Broadcasting-Paramount Thea- 
tres, Inc., “Pay television will mean 
the destruction of free television.” 

Despite this brave show of opposi- 
tion, things aren’t quite the same on 
either side as they were the last time 
the old foes were in combat. The sides 
are certainly more evenly matched 
this time. Pay TV boosters have their 
big bankrolls and their hard-won test 
results going for them. And the net- 
works may find some of their spears 
blunted by the recent publicity. 

Hot Water, Knee Deep. Because of 
the payola and quiz scandals, the 
networks are at least knee deep in 
hot water with the F.C.C. While they 
search their souls for an image that 
will mollify Congress, critics complain 
they’re dishing up the same tired, old 
menus in their programing. 

Whether or not 1960 does turn out 
to be the year of the big breakthrough 
in pay TV, its backers certainly 
couldn’t have picked a better time to 
push their case. Did the TV scandals 
rush their timing? Says a Zenith offi- 
cial, “Let’s just call it a happy coin- 
cidence.” But admits Zenith’s Joe 
Wright: “There never was a more 
propitious time for us than right 
now... .” 

Thus with the big money and the 
smart money moving in, the networks. 
with enough problems of their own, 
will be hard-pressed to stop the coin 
box operators this year. The pay TV 
tiger, indeed, was at the broadcasting 
gate and this time it appeared some- 
one was going to have to feed him. 


ZENITH’S WRICHT: 
. the time was ripe 
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AUTOS 


THE GAY 
DIVORCEE 


When they broke up their 
housekeeping, Massey-Fergu- 
son took the house and Stand- 
ard Motor took the alimony. 
With the money, Standard is 
having quite a fling. 


Setpom have two companies made 
stranger bedfellows than Britain’s 
Standard-Triumph International* and 
Canada’s Massey-Ferguson, Ltd.t 
Though there was no legal corporate 
relationship between the two, they 
literally lived together in the same 
plant. Standard turned out all of 
Massey-Ferguson’s tractors for the 
British market at its big, efficient 
plant in Coventry alongside its own 
assorted sedans and sports cars. The 
arrangement saved Massey-Ferguson 
the expense of building a comparable 
plant. It gave Standard, which was a 
rather weak fifth in the British auto 
business, a healthy hedge against the 
ups and downs of car making. 

But then came domestic trouble. 
Who was going to be boss? Massey- 
Ferguson, controlled by Canada’s am- 
bitious Edward P. Taylor and W. Eric 
Phillips (Forses, Feb. 15, 1959), de- 
cided it should have more to say in 
running things. Standard’s manage- 
ment was equally insistent that it 
remain master in its own house. An 
attempt by Massey-Ferguson to win 
control of Standard was beaten off by 
Standard’s chairman, War Hero Air 
Marshall Lord Tedder. 

The Settlement. In the end, Phillips 
and Taylor made a settlement with 
Lord Tedder. Massey-Ferguson would 
turn over the Standard shares it had 
acquired to London investment bank- 
ers who would distribute them on the 
market. With the proceeds plus some 
other loose cash, Massey-Ferguson 
would buy the Coventry plant, lock, 
stock and barrel. The price: $42 mil- 
lion. 

Massey-Ferguson now had the plant 
all to itself and Standard had the 
alimony. Could Standard survive on 
its own? There were some who 
doubted. Standard’s managing direc- 


*Standard-Triumph International Ltd. 
bi 8 London — Excha y 

— 1.64. Price ran 
i Fy 51. a ag pe ( 
ca yout: 
share (fiscal 1 1959) : 20¢ 20c. 
million. 


5.2c. Earnings 
Total assets: Pe 


?tMassey-Ferguson Ltd. Traded American 
Stock Excha panes. Recent price: 95%. Pri 
range (1960) igh, 1234; iw, 91, 
oo 1 1959) : 40c. Indicated fiscal 1960 pay 

Earnings |’ share (fiscal 1959): 


1 ra 
Total assets: million. # 
MSE. 


Ticker symbol: 
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M-F’S TAYLOR: 


S-T’S TEDDER: 


M-F’S PHILLIPS: 


they agreed to disagree 


tor, 43-year-old Alick Sydney Dick, 
however, did at least have plenty of 
cash to work with. Said he: “Only 
time will tell who was the husband 
and who was the wife. However, we 
got the alimony.” 

A Quick Hit. Dick, moreover, had 
lost no time putting the alimony to 
work. He used part of it to bring out 
a new line of just-above-the-lowest- 
price cars (called the Standard Her- 
ald) and had an almost-immediate 
hit on his hand. Last month Dick 
reported that Standard’s Liverpool 
auto plant was turning out cars at 
an annual rate of 170,000, more than 
double what Standard had been mak- 
ing under its old joint housekeeping 
arrangement at Coventry. 

That was not all. Standard was 
selling most of its new Triumph Her- 
ald cars in the home market, tradi- 
tionally the weakest part of its opera- 
tions. But abroad, it was racking up 
new sales records with its Triumph 
TR-3 sports car and was just intro- 
ducing the Triumph Herald in the 
U.S. market. Like many British ex- 
ecutives, Dick reports company earn- 


1960 TRIUMPH CONVERTIBLE: 
paid with alimony 


ings only once, at the end of the 
August fiscal year. But it was a sure 
bet that Standard would run well 
ahead of the 20c a share it earned in 
fiscal 1959. 

The Power of Money. But how had 
Dick managed to travel so fast in 
so short a time? The $42 million in 
alimony undoubtedly had played a 
part. It enabled Dick to buy control 
of two body-making plants before the 
divorce, and another after it. 

More important still, the cash en- 
abled Standard to change its mer- 
chandising ways. Wed to tractors, 
Standard had vainly tried to compete 
against the massive volume of Ford 
and British Motor for a place in the 
small car market. After the divorce, 
Dick turned his eye toward Britain’s 
growing affluent class who wanted a 
small car but could afford to pay a 
little more for a lusher look. His bait: 
the Herald, with its sleek Italian lines 
and such refinements (for Britain) 
as independent four wheel suspension 
and a driving seat that can be ad- 
justed to as many as 72 different posi- 
tions. 

Dick was not stopping there. Last 
month he took time out from a $15- 
million expansion project at Coventry 
to hop a helicopter to Liverpool, 
where he turned a spade to break 
ground for a new $50-million plant. 
With it, Dick expects his annual pro- 
duction to rise to 300,000 cars a year 
by 1963. As a divorcee, Standard Tri- 
umph last month was an exceedingly 
gay one. 

The Lonely Partner. And Massey- 
Ferguson? With sales down in the 
U.S. market, the Canadian company 
was only an even bet to hold its 
earnings to the same level of fiscal 
1959 ($1.65 a share) and was trying 
to bolster its position by building a 
new tractor plant in England, as well 
as expanding a French concern it 
recently acquired. 
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Stainless is expected to grow 
faster in the next 10 years 
than any other steels 


Republic Steel has a unique combination of advantages in stainless production 


Republic Steel has a unique stainless set-up: 


@ It is a major producer with all the advantages that go with size. 
@ All production concentrated in the Canton- Massillon area of Ohio 
provides the advantages of a small specializer. 


@ Highly developed production research at the plant, supplemented 


by Centralized Developmental Research with ability to act 
immediately in new fields. : 


@ It has fully integrated production from melt to finished product. 


@ Experience dating from the earliest days of stainless—and still 
important because the human judgment still plays a large part in 
stainless quality. 


@ But also Republic has the finest automatic controls in the industry, 
more electric furnace capacity than anyone else, two Sendzimir mills 
plus 20 other mills for all types and sizes of stainless, and a 3000-ton 
press just for pampered grades. 


Republic Steel is the world's largest producer of stainless 
and alloy stee/s—the stee/s of progress 


REPUBLIC STEEL 


CLEVELAND 1, OHIO 


Corl Ueleie Rouge off Steuclardl, Stale ancl Stal Proclat 


Tr la wale) le) eee Money is--despite its popularity—a widely mis- 
¥ understood commodity. As a tool of business, it 

needs to be sound, dependable as much as any other 
tool, in order to provide predictable performance 

4 from year to year. Sound money is indispens- 
4 able for prosperity, for national strength, and for 
the return of economic integrity in this country. 
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IN 1959. We learned some amazing facts about... 


THE BOOMING 
PACIFIC NORTHWEST 


Did you know that the normal summer temperatures in Seattle and 
Portland, largest cities in the Pacific Northwest, have the delightful 
range of 56° to 79°? Or that their winter temperatures are in the 
moderate 35° to 45° range? Or that annual precipitation in these 
booming economic centers is under 40 inches (less than New York 
City or Little Rock) with little snow? 

The facts about the climate of Seattle, Portland, Spokane, Tacoma, 
Olympia and other Pacific Northwest cities were not a surprise to us. 
But we didn’t know that Portland’s winter weather was more mod- 
erate than in Louisville, Kentucky. We didn’t know that Seattle’s 
summers were cooler than in Portland, Maine. 

In fact, when El Paso Natural Gas Company began to serve this 
dynamic region, we learned a lot of new things about a northwest 
wonderland destined for an increasingly major role in America’s 
economic future. 

Washington and Oregon, and their neighboring states, are on the 
go. Long famed for natural resources, for scenery, for vitality, the 
Pacific Northwest’s growing population and expanding economy are 
a guarantee of future prosperity. 

If you’re looking for a major industrial site — or a better place to 
build a home — visit the Pacific Northwest. You'll be sold, just as we 
were. And you'll want to stay. 

* ” * 

Not the least of the Pacific Northwest’s economic assets is natural 
gas, furnished by El Paso Natural Gas Company. In 1959, El Paso 
took major steps to assure energy supplies for the Pacific Northwest, 
and to continue to meet the mounting energy demands of California 
and the Southwest, whose growth has paced the nation since World 
War II. 

The dynamic Pacific Northwest is featured in photographs in El 
Paso’s 1959 Annual Report. El Paso’s broadened service area and 
plans for the future, outlined in this Annual Report, assure 11 West- 
ern states the dependable long-term gas supplies so necessary to 
sound and speedy economic growth. 





NORMAL TEMPERATURE AND PRECIPITATION, SELECTED CITIES IN PACIFIC NORTHWEST* 
SUMMER TEMPERATURE WINTER TEMPERATURE ANNUAL PRECIPITATION 
SEATTLE: 56°-75° 36°-45° 31.92 inches 
PORTLAND: 58°-79° 35°-44° 39.91 inches 
SPOKANE: 57°-82° 20°-30° 14.92 inches 
TACOMA: 55°-74° 34°-44° 35.20 inches 


49°-76° 31°-43° 45.74 inches 
*Weather Bureau, U.S. Depa ofc 




















EL PASO NATURAL GASf{flcOMPANY 


ro —, = d ae oe Bepert, El Paso Natural Gas Company provides natural gas to industrial customers 


On the Pacific Northwest, Write to and distribution companies in Arizona, California, Colorado, Idaho, Nevada, 
El Paso Natural Gas Company, El Paso, Texas New Mexico, Oregon, Utah, Washington, West Texas and Wyoming 
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OIL 


THE LIMPING STAR 


Jersey Standard’s second 

string last year made up for 

what its star player lost. But 

for this year, it is doubtful 

whether the global oil team 
can repeat the trick. 


Tuts past year, Jersey Standard’s* 
Chairman Eugene Holman and Presi- 
dent Monroe J. Rathbone have felt a 
little like coaches who find their star 
player has developed a bum leg and 
so have to exhort the rest of the team 
to play harder. 

Jersey’s star, its 95%-owned Creole 
Petroleum, had long brought in nearly 
half Jersey’s total net profit even 
though accounting for only about 
14% of Jersey’s sales. But in 1958 
Creole began limping. First the Ven- 
ezuelan government boosted its share 
of the joint take from 50% of the 
profits to 60%. That alone was enough 
to cut Creole’s profits by 20%. Then 
the market for Venezuela’s rich, heavy 
fuel oil began to go soft as U.S. import 
quotas closed off much of its most 
natural market. Last year Creole’s 
profit came to just $200.3 million 
(93c a Jersey Standard share), barely 
50% of its 1957 mark. 

A Good Score. That could have 
pretty nearly put Jersey out of the 
game. But Rathbone and Holman still 
had a large, if less spectacular, team. 
Pitching in, such big Jersey affiliates 
as Texas’ Humble Oil, the Far West’s 
Carter Oil and Canada’s Imperial Oil 
pulled some extra weight. So did Jer- 
sey’s eastern hemisphere subsidiaries, 
which obligingly increased their divi- 
dends to the parent, raised their share 
of Jersey’s net from 20% in 1957 to 
28% last year. 

When all the scores were in, the 
Standard Oil Company of New Jersey 
had actually raised its world-wide net 
profit from $2.72 a share in depressed 
1958 to $2.93 last year. This in spite 
of the fact that its star player was 
virtually benched. 

But the fact remained that Jersey 
Standard was still far from playing 
its usual game. Its 1959 profit score 
looked good only when stacked against 
that of 1958’s recession year. By com- 
parison with 1957’s $4.08 a share 
or 1956’s $4.11, Jersey was no longer 
even playing in the same league. 

Still on the Bench. What were the 
chances of Holman and Rathbone’s 
best player getting back in form again 

*Standard ou Co. (N.J.). 
Recent price: 43. Price “bo (1960) : 

50%; low, 43. Dividend (1 $2.25. In i 
cated 8 Fou $2.25. rnings per 


ng: share 
(1959) otal assets: 0. 9 billion. Ticker 
symbol: 


Traded ght - 
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CREOLE’S LAKE MARACAIBO OIL INSTALLATIONS: 
the profit content was getting thinner and thinner 


for 1960? Admittedly very poor. Sad- 
ly declared Creole’s operating boss, 
Veteran Oilman Arthur T. Proudfit: 
“It is only prudent to expect greater 
pressure on profit margins because of 
higher operating costs in Venezuela 
and continued price weakness.” 

All of which meant that Jersey’s 
second string would have to play even 
harder this year. Even so, prospects 
for a winning score looked more than 
doubtful. At month’s end, the authori- 
tative Chase Manhattan Bank’s pe- 
troleum department made a sharp cut 
in its estimates of U.S. oil demand 
for 1960. Said the Chase: domestic de- 
mand may be up a mere 3% this year, 
instead of the previously estimated 
6%. Rathbone and Holman were 
left only with the doubtful consolation 
that few of their rivals would be in 
good form either. 


LOWENSTEIN’S LOWENSTEIN: 
Wall street wondered 


TEXTILES 


BULGING BOOM 


Can his company keep up its 
swift first-quarter profit pace? 
“Just look at our order 
book,” says Textile Veteran 
Leon Lowenstein. 


Wuen the textile industry went into 
a tailspin in 1951, Leon M. Lowen- 
stein, executive chairman of M. 
Lowenstein & Sons,* insisted that 
“cotton was going to stay king.” The 
next few years backed his view. While 
the profits of other textile houses 
skidded, Lowenstein managed to show 
a healthy 10% return on his stock- 
holders’ money by sticking largely to 
low-priced cotton goods at a time 
when rivals were turning increasingly 
to synthetics. He was even embold- 
ened to buck the trend by expanding 
in a contracting industry. 

Lowenstein’s bubble burst in 1956, 
and in the next three years profits 
declined steadily and discouragingly 
from $2.76 a share to 57c. “That was 
when we took a good look at our op- 
eration,’ says Lowenstein, “and de- 
cided that yesterday’s business was 
yesterday.” 

The company had been pruning its 
losing divisions for more than a year. 
Lane Cotton Mills and the Wamsutta 
mill at New Bedford were liquidated. 
Other operations were consolidated, 
but as drastic as the cutback was, it 
hadn’t been enough to turn the tide. 


*M. Lowenstein & Sons. Traded NYSE. Re- 
cent price: 1615. Price range (1960): high 
20% low, 151%. Dividend (1959): 75c. Indi- 

ted 1960 payout: $1. Earnings r share 
(1959) : $1.69. Total assets: $176.3 million 
Ticker symbol: LST. 
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FINISHING OF CLOTH: 
a weaver of profits, too 


In the first half of 1959, Lowenstein 
earned only a sub-par 67c a share. 

“We finally got going again,” says 
Lowenstein, “when we started trading 
up. We went in big for high quality, 
more expensive cloth, and we found 
consumers willing to pay for it.” 

High Style. Where Lowenstein had 
once catered to the low and medium 
priced markets, it now turned to high 
priced and high styled cottons, syn- 
thetics and domestics. “We are now 
known as a style house,” says Lowen- 
stein proudly. “We get as much as $2 
a yard for some lines.” 

The payoff, if it did not show up in 
sales, did come through in profit mar- 
gins. The improvement really began 
to show in the second half of 1959. 
Thus on a runup of less than 1% in 
total sales for the year, Lowenstein 
managed to treble its profits to $1.69 a 
share. Earnings for the fourth quarter 
alone were 62c a share, best quarterly 
showing since 1955. 

Could Lowenstein keep it up? 
“Certainly we can,” says Leon Lowen- 
stein. “Just look at our order book. 
It’s just about the biggest in com- 
pany history, and our fall lines are 
getting the best reception I’ve seen 
in my 62 years in the business.” With 
another 60c profit quarter on the 
books for the first three months of 
1960, Lowenstein was looking forward 
to a $2-plus profit showing for the 
full year 1960. 

Riding the Crest? But was Lowen- 
stein simply trading up in a greatly 
improved textile market? After all, 
most major textile companies have 
been turning in greatly improved 
showings in recent quarters. Wall 
Street, which was trading LST near 
its two-year low of 154%, seemed to be 
taking the skeptical view, guessing 
that Lowenstein was merely riding 
the crest of the wave. Nothing, how- 
ever, annoys Lowenstein more than 
to hear this opinion expressed. “Non- 
sense,” thumps the 76-year-old textile 
magnate. “We made it on sweat and 
guts with a few brains thrown in.” 
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COPPER 


DEFYING GRAVITY? 


No one was quite sure what 

was holding it up—or how 

long it could stay there. 

Nevertheless, the price of 

copper remained impressive- 
ly high last month. 


U.S. copper producers were crippled 
by the worst strikes in postwar history 
in late 1959 and early 1960. When the 
last of the walkouts was settled in 
February, producers lost no time in 
flexing their production muscles. In 
March, refined production soared to 
301,953 tons and total shipments to 
304,475 tons, both all-time records. 

Even when U.S. demand turned 
sluggish in mid-April, output con- 
tinued to roar along at record levels. 
Producers found that they could si- 
phon off their stocks to the European 
market, where demand has been stim- 
ulated by fears that racial outbreaks 
in South Africa would spread to the 
big copper mines of Northern Rhodesia 
and the Belgian Congo. The pro- 
ducer’s price, which most coppermen 
had expected to drop once strike 
losses were made good, stayed at 33c 
a pound (see chart) and actually 
moved upward fractionally in the face 
of Wall Street warnings that it couldn’t 
remain firm much longer. 

It couldn’t, but it did. Further en- 
couraging scare buying, the Anaconda 
company faced strikes at month’s end 
at its Potrerillos smelter and its new 
El Salvador mine in Chile. The cus- 
tomers just went on buying. How 
long would they continue to do so? 

Coppermen had little doubt that 
the year’s output would be a whop- 
ping 3.5 million tons, up 25% from 
the average output of the last four 
years. At this rate, output would top 
demand by an unhappy 300,000 tons. 
Some of this, perhaps as much as 
130,000 tons, could go into inventory 
rebuilding. But even at that, it seems 


to many Wall Streeters that copper 
prices are defying the laws of eco- 
nomic gravity. 

The Tarnished Look. “The copper in- 
dustry,” says Lawrence S. Vlaun, 
senior copper analyst of Auchincloss, 
Parker & Redpath, “may look good 
now, and earnings may be up 10% 
more this year, but in 1961, copper 
earnings could have a tarnished look.”’ 

Viaun further brushes off any idea 
that prices will stay high during the 
year. He forecasts that the firm 33- 
cents-a-pound at which the industry 
has been operating will slide during 
the second half and drop early next 
year to something near 28c a pound. 
“The real hangover from this year’s 
binge,” says Vlaun “will be felt in 
1961.” 

Not Necessarily Bad. While conced- 
ing that this may be true, coppermen 
such as Anaconda’s Chairman C.E. 
Weed don’t think it will necessarily 
be bad. “Sure,” says he, “there’ll be 
overproduction this year, but it 
doesn’t scare me. It may upset the 
market for a year or two, but in the 
long run the market will absorb it. 
It’s happened before, and the market 
has absorbed it.” 

Adds Weed: “There are a lot of 
factors working on the market, and 
I think the price is going to stay up a 
lot longer than people think.” How 
about overproduction, though? Opines 
Weed: “This isn’t a new story to the 
copper industry. We all want not only 
our share of the market; we want 
more than our share. But when the 
shoe begins to pinch, you can bet your 
bottom dollar the industry will cut 
production. But it won’t cut produc- 
tion until it has to.” 

Wall Street at month’s end was 
still skeptical. Anaconda, Kennecott, 
American Smelting, American Metal 
and Phelps Dodge all sold within a 
point or two of their 1960 lows. But, 
in sublime disregard of the stock 
market’s judgment and Wall Street’s 
opinion, copper prices were still ap- 
parently defying the laws of economic 
gravity. 


SUPPLY AND DEMAND 


far behind? 


Copper has been providing a classic example of how the interaction of supply and 
demand sets prices. Now, with supply back to normal, the question is: Can price cuts be 
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Seat your secretary on “cloud 3143” 


...and watch her work-attitude improve and her work output rise! 3143 designates GF’s 
newest GoopFoRM “comfort-styled” secretarial chair. It’s scientifically designed, easily adjust- 
able, to fit any secretary ...tall or short, thin or stout. And here’s the pay-off! Just one 
additional letter typed per day will pay for a GoopFoRM chair in one year...a mere 5% 
increase in productivity will pay for it in just six months. Yet studies show good office seating 
can increase productivity as much as 30%. Call your nearby GF branch or dealer for all the 
facts, or write The General Fireproofing Company, Department G-21, Youngstown 1, Ohio. 
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SULFUR 


THE MOST 
DEVILISH TRADE 


The world’s most profitable 

business has fallen on evil 

days. But Texas Gulf Sulphur 

at last seems to be holding 
its own. 


Sutrur producers, medieval men sus- 
pected, were in league with the devil. 
Even then traffic in brimstone, the 
devil’s commodity, was always a no- 
toriously profitable trade. In modern 
times, few major American commod- 
ities offered such magically generous 
profit margins as sulfur. As pro- 
ducer of some 50% of the U.S.’ native 
supply, Texas Gulf Sulphur Co.* in 
1955 earned an astounding 53.3c on 
each sales dollar. 

Even Dr. Faustus could not have 
had a bigger comedown. With the 
advent of vast new Mexican supplies, 
the late 1950s brought vicious price 
cutting. Between 1955 and 1958, Texas 
Gulf’s sales melted from $93.6 million 
to $57.1 million. Earnings fell from 
$3.23 to $1.34 per share. 

Devil At Bay? Last month from 
Fred M. Nelson, Texas Gulf’s chair- 
man, came some encouraging news. 
The sulfur industry, Nelson conceded, 
is still bedeviled by the same condi- 
tions that had induced its drastic de- 
cline. Yet, added Nelson hopefully, 
the U.S.’ largest sulfur producer at 
last seems to be holding its own. In 
January and February, shipments had 
been slow. But in March and April 
business had “picked up sharply.” En- 
couraged, Nelson looked for “quite an 
increase” this year. 

One encouraging sign, as Nelson 
saw it, was Texas Gulf’s apparent 
ability to offset lower prices per ton 
with larger tonnage sales. At least 
that had been 1959’s story. On a $6.5 
million increase in dollar sales, net 
had remained steady at $13.3 million. 

Cheerful as Nelson appeared to be, 
however, his budget of news was 
scarcely cause for rejoicing. Though 
T.G.’s net last year had not declined, 
its margin of profit per ton had. So 
had its dollar profit margin. Moreover 
Nelson’s own optimism for 1960 
seemed to extend merely to tonnage 
shipments. Of dollar earnings, he 
would say nary a word. 

More Than Enough. What Nelson 
would say was mainly defensive. “We 
are,” he reported, “meeting prices of 


*Texas Gulf Sulphur Co., Inc. Traded 
NYSE. Recent price: 1749. : 
high, 1946; low, 1649. 
Indicated 1960 payout: $1. Earnings per re 
(1959): $1.33. Total assets: $120.1 million. 
Ticker symbol: TG. 


4 a § 
TEXAS GULF’S NELSON: 
a devilish trade 


our competition in all markets.” 
Added he: “Price cutting in the in- 
dustry is not as bad as a year ago, but 
competition remains vigorous due to 
the excess supply of sulfur.” 

That excess is visibly increasing. 
At Grand Isle (La.) rival Freeport 
Sulphur is bringing into production 
vast new offshore facilities. Mean- 
while by-product sulfur production is 
looming as an increasingly important 
factor. At Okotoks (Alta.), Texas 
Gulf itself will boost production 
(from natural gas) in its sulfur re- 
covery plant from last year’s 50,000 
tons to some 150,000 tons this year. 

Nelson concedes that “it is hard to 
compete with by-product sulfur.” Yet 
he is confident that eventually the 
steady long-term growth in sulfur 
use will bring world sulfur demand 
into balance with supply. For the 
nearer term, he admits, new supplies 
will delay this adjustment. But, adds 
he hopefully, the market seems to be 
absorbing the large increase in by- 
product sulfur output without upset- 
ting mined sulfur sales. 

In short, Nelson seemed to feel that 
Texas Gulf had won itself some res- 
pite. But it seemed clear that, with 
supplies overabundant, sulfur re- 
mains the world’s most devilish trade. 


SOCONY’S NICKERSON: 
the profits growth is slow 


OIL 


WHAT RECOVERY? 


So far as its profits are con- 

cerned, Socony Mobil has 

hardly recovered even yet 
from the 1958 recession. 


As BEFITS a multibillion-dollar com- 
pany, Socony Mobil Oil Co. had some 
very big figures to offer its stock- 
holders last month. President Albert 
L. Nickerson, reporting for 1959, an- 
nounced that Socony’s daily sales 
topped 1 million barrels a day for the 
first time in its history and that sales 
had climbed an impressive $250 mil- 
lion (to $3,459 million) over 1958. In 
both sales volume and physical pro- 
duction, then, Socony had resumed 
the steady growth which the 1958 
recession had interrupted. 

But net earnings were another mat- 
ter. So far as they were concerned, 
Nickerson reported that Socony had 
made hardly any recovery at all from 
depressed 1958. Socony’s earnings 
per share were up just 14c to $3.38. 
Despite the pickup in volume, So- 
cony’s profits were among the lowest 
in a decade. Only two years earlier, 
Nickerson had been able to report a 
net of $4.56 a share, and in 1956 So- 
cony’s earnings hit $5.70 a common 
share. 

Volume Outpacing Prices. The trou- 
ble for Socony, as for all other major 
oil companies, Nickerson pointed out, 
lay in the failure of prices to keep 
pace with volume. “The prices we re- 
ceived,” said he, “. . . in both foreign 
and domestic markets remained at 
depressed levels.” The figures told 
the story: Socony’s physical volume 
was up 9% but dollar revenues were 
up only 7.7% and net profits just 4.6%. 

Nor could Nickerson promise much 
better for 1960. “The oil industry,” he 
told stockholders, “enters the Sixties 
faced with excess tanker capacity and 
with a world-wide oversupply of 
crude oil and products . . . no one can 
accurately predict the duration of the 
present oversupply situation. .. .” 

Yet despite the oversupply of oil 
and dim prospects for an early im- 
provement of the situation, Nicker- 
son said, Socony would have to go on 
looking for more. (“Just because 
there is plenty of oil around,” ex- 
plained a Nickerson aide, “doesn’t 
mean it is always located just where 
we want it.”) Socony, said Nickerson, 
proposes spending close to $200 mil- 
lion in 1960 for oil development and 
exploration. Which may not help the 
over-all oil situation but might at 
least improve Socony’s competitive 
position. 











NATIONS GO/NG-ES7T RAILROADS 


p Amefica’s newest fleet of diesel locomotives » A 30% longer railroad with merger of the 
+. 929 units with average age only 2.5 years. Virginian into Norfolk and Western. 


p 81,006 modern freight cars — more per mile Wonderful new industrial sites. 
of line than any other major U. S. railroad. > New, easier grades, more interchange 
» Busiest large railroad . . . greatest freight points with other railroads. 
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“At Smith-Corona we're extremely quality conscious... 
that’s why we use only the finest steels”... soca 
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*,.. and that’s why we list Sharon as one of our better suppliers,” continues Mr. Smith. “Typewriters 
must be designed and built to absorb all kinds of punishment, yet stay ‘letter perfect’ years on end. 
At Smith-Corona we have set the highest standards beginning with finest steel from quality producers 
like the Sharon Steel Corporation, Sharon, Pa.” 
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THE 
CALIFORNIANS 


Wall Street has found gold in 
the coffers of 14 California 
Savings & Loan Companies. 


In California’s thriving Savings & 
Loan industry, the executives turn 
over almost as fast as the money. 
S. Mark Taper, president of First 
Charter Financial Corp., knows just 
how fast they move. In recent years, 
English-born Taper has watched two 
of his promising younger vice presi- 
dents take top positions with the 
opposition: John F. Marten, president 
of Great Western Financial and Ed- 
ward L. Johnson, president of Finan- 
cial Federation. 

There are no hard feelings, though, 
because in a land of plenty, everyone 
is prospering. Taper, Marten and 
Johnson head three of the largest 
S & L companies in a regional indus- 
try peculiarly favored by the tax 
collector’s benevolence and a run- 
away population’s insatiable appetite 
for mortgaged homes. They and 11 
other publicly held Western com- 
panies are earning from 15 to 25% 
on their stockholders’ equity, a re- 
turn few if any conventional com- 
mercial banks can even begin to 
match. 

Go West! “They’re hot,” says Robert 
Chaut of Kidder, Peabody (backers 
of Financial Federation) , adding hast- 
ily, “and that’s not a_ prejudiced 


CALIFORNIA HOUSING BOOM: 





Every $100 of stockholders money . . . 
. commands total assets of: 
. commands gross earnings of: 


. . « @arns after expenses and toxes: 
*Pro forma. 





LONG LEVERAGE 


One of the features that attracts Wall Street to the savings & 
loan holding companies is the unusual amount of leverage in- 
herent in the business. Table below shows how much in working 
assets every $100 in equity capital controls—in the case of 
each of the four largest companies. This leverage, combined 
with a high rate of return on assets, makes for an exceptionally 
high rate of return on equity capital. 


Great 
Western 


$1,634 





Financial 
Federation 


First Charter 


San Diego 
Financial 


imperiai* 


$1,164 $1,376 $1,948 
94 61 24 102 
24 16 80 16 








opinion.” Hot or not, all 14 compa- 
nies have been attracting a consider- 
able flow of eastern money since they 
were opened to the public. The vast 
majority of the nation’s savings & 
loan associations are mutually 
owned, California being one of a 
handful of states that grant stock 
charters. Hence the attraction for 
eastern money which wants in to the 
fast-growing business. 

The biggest, Great Western Finan- 
cial, pushed by Lehman Brothers, 
started the vogue in 1955 when it was 
organized as a holding company and 
became publicly owned (Forses, 
Aug. 15, 1958). Since then, Great 
Western’s savings accounts have bal- 
looned 222.99% to $509 million, its per 
share earnings 302.8% to $4.35. 

Dazzled by Great Western’s suc- 
cess, Wall Street underwriters last 
year drove 13 other savings & loan 
companies to market. The stampede 


the mortgages, costing 7% and even more, are very profitable 
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glutted the market by fall and for a 
time depressed prices, but interest 
revived with the issuance of financial 
reports. Johnson’s Financial Federa- 
tion could boast that, in the last five 
years, its savings accounts had sky- 
rocketed 345% to $212 million, its 
per share earnings 463.9% to $3.44. 
In the same period, Taper’s First 
Charter boosted savings accounts 
272.7% to $457 million, per share 
earnings $307.3% to $1.67 

Shortage of Money. What's behind 
the phenomenal growth of the Cali- 
fornia companies? In the last decade, 
the state’s population has increased 
more than 40%, and California has 
far outpaced other states in home 
construction. The giant demand for 
mortgage loans created a shortage of 
money. Independent S & L associa- 
tions mushroomed throughout the 
state; these in turn were welded to- 
gether by the holding company 
device. 

The S & L companies were able to 
offer high interest rates (442%, as of 
January) on _  federally-guaranteed 
deposits, while their competitors, the 
commercial banks, were limited by 
law to 3%. Deposits poured into 
their coffers (some even from as far 
away as the East Coast). Thus but- 
tressed by increased deposits and 
later, by stockholders’ equity, the 
holding companies were able to lend 
out money on long-term mortgages 
at 6%%, 7% and up. Since some 
80% of their business is in home 
financing, they were realizing a neat 
profit on their operations while keep- 
ing their administrative 
(see table). 

Tax Break. Investors have been 
snapping up their common for yet 
another reason: all of the holding 
companies enjoy a unique tax posi- 
tion. The Federal Government per- 
mits them to build reserves up to 
12% of their savings accounts and to 
deduct earnings transferred to these 
reserves from their taxable incomes 


costs low 





Spears, Exec. Vice-Pres., Production... 


Memo to Shareholders of United Ges Corp. from W.H. 


UGC DRILLING PROGRAM EXPANDED 


Stepped-up exploration and drilling by United Gas Corporation's producing 


subsidiary in 1959 resulted in 66 net wells, 69% over the previous year. Four 
wells were drilled from our new mobile offshore barge. We produced 16% of 
the 1.3 trillion cubic feet of gas sold by the system last year, plus 7% million 
barrels of crude oil, 61 million gallons of condensate and nearly 44 million 


gallons of natural gasoline. At year- 


end we owned 94,000 acres of fee lands u » iTE ey 


and held oil and gas mineral leases Cs £y Ge 


on an additional 1,600,000 acres. CORPORATION Headquarters, Shreveport, Lo. 
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(commercial banks, not nearly so 
privileged, are allowed considerably 
less in deductions). For instance, 
Great Western last year paid a scant 
$327,517 in taxes on pre-tax earnings 
of $10.2 million after plowing $7.9 
million into its reserves. It makes 
little difference to the capital-gains 
minded investor, watching book and 
market values expand, that there’s 
not much left over for dividends. It 
does matter that Great Western's 
common has more than doubled in 
market price from 23% in 1955 to a 
recent 49%. 

But life has not been all that cheer- 
ful for the California companies. Last 
September, Congress enacted legisla- 
tion prohibiting holding companies 
from acquiring control of new S & L 
associations. The law thus confines 
them within the state, but, as Taper 
says, “nothing prevents us from ex- 
panding within the company.” First 
Charter last year opened nine new 
branch offices and has plans for two 
more. Great Western opened three 
last year, three more this year. Says 
Marten: “Our policy is to aggressive- 
ly endeavor to open new offices.” 

More Growth Ahead? Nor are the 
three presidents worried by persist- 
ent reports from Washington that 
Congress will remove their tax ad- 
vantages. “They’ve been  threaten- 
ing that since 1946,” scoffs Taper. 
“It’s just talk.” What did concern 
them, however, was a slowdown in 
home construction during the first 
quarter of 1960. Even so, says Mar- 
ten, “our loan demand is still consid- 
erably in excess of savings.” Johnson, 
in turn, points out that, in the next 
decade, the state’s population is ex- 
pected to grow at a rate more than 
double that of the rest of the nation. 

Californians, meanwhile, continue 
to funnel their savings into the hold- 
ing companies, while easterners con- 
tinue to snap up their stock. Great 
Western estimates i‘: savings rose by 
$42 million during the first quarter, a 
60% increase over 1959. First Char- 
ter and Financial Federation also 
expect substantial savings increases. 
That’s why Taper, Marten and John- 
son can afford to remain the best of 
friends. 


PUBLISHING 


MERGER-MINDED 
PUBLISHERS 


The staid, old publishing 

business is beginning to at- 

traci a good deal of attention 
on Wall Street. 





WHEN worD came last month that 


Random House, Inc., one of the ne- | 
tion’s half-dozen largest book pub- | 


lishers, would acquire tradition- 
steeped Alfred A. Knopf, Inc., only 


the publishing business was taken by | 
surprise. Wall Street’s hard business- | 


men had known something was in the 
wind for weeks. Random House had 


put a third of its 630,460 shares on the | 
market last fall at $11.25. By mid- | 
April, Wall Street sharpshooters had | 


bid up the price to $23.50. 
Despite the notion that businessmen 
re not necessarily judges of the arts, 


it seemed clear that Wall Street’s | 


handling of Random House’s stock 
was justified. In acquiring the Knopf 
interests, Random House president, 


TV celebrity Bennett Cerf had taken | 


on one of the most respected names in 


the business. Among the authors on | 
Knopf’s distinguished list were the | 
late Thomas Mann and the late Albert | 


Camus. 


With sales for the fiscal year end- 
ing last month running to just $4 | 
million, Knopf would, said Cerf, add | 


more prestige than volume to Random 
House’s estimated sales of $13 million 
and earnings of between $1.25 and 
$1.30 a share for fiscal 1960. But the 
deal should help both firms’ profit 
margins because the new firm will cut 
costs by consolidating bookkeeping, 
shipping and selling operations. 
Book publishing being what it is, 
the hard economies of the transaction 
were somewhat obscured by sentiment 
and the usual “remember-whens.” 
Cerf proclaimed that he had realized 
a boyhood dream “to be in the pub- 


lishing business with Alfred Knopf.” | 


For Knopf, the merger held the as- 
surance that “the Knopf tradition” 
would be maintained. 





CLARK 


EQUIPMENT 


Mobility 





A new concept 
for cutting 
distribution costs 


In the drive for greater direct 
labor efficiency, control of the 
indirect costs of material-movement 
has tended to lag behind. 
Material handling specialist, 
Clark Equipment Company, 
attacks these expenses through 
the theory of Mobility. Faster, 
cheaper, less-fatiguing, in-plant 
handling is one result. There are 
many others. We’d be glad to 
tell you about them. 


Clark Equipment Company 
Buchanan, Michigan 


Material Handling « Construction « 
Truck Trailer Equipment 








PROFITABLE LENDING 


Borrowing money at around “"%o and lending it out at 6°/, and up, the sav- 
ings & loan companies have plenty of room to make a profit. Here is how 
gross income broke down last year for the biggest California S&L holding 


companies: r Per $1 of Income- 
General & ad- Taxes & 
ministrative minority 
expenses interest 





ee 
Net income 
before 
reserves 


Paid out 
Company in interest 


Great Western 50c 23c c 26c 
Financial Federation 47 26 26 
First Charter Financial 49 20 30 
San Diego Imperial 58 25 16 




















Yet, though spectacular because of 
the men involved, the merger was no 
more than a continuation of a trend 
among book men to unite against the 
high costs of making books and the 
fierce competition they are giving 
each other. In recent months the 
trend has been stepped up. Crowell- 
Collier Publishing Co. acquired 38% 
of the Macmillan Co.’s outstanding 
stock; Henry Holt & Co., Rinehart & 
Co. and the John C. Winston Co. 
joined forces. The Times-Mirror Co. 
of Los Angeles announced plans to 
merge with the New American Li- 
brary of World Literature, Inc. All 
this has attracted a good deal of atten- 
tion on Wall Street which has bid up 
such publicly owned publishing stocks 
as Prentice Hall and McGraw-Hill. 

Random House, moreover, is still 
on the merger path. The company, 
says Cerf, may pay a stock dividend in 
fiscal 1961, but no cash. It plans to 
conserve its cash with an eye to 
further acquisitions. “And you can be 
sure,” said the ebullient Cerf, “that 
in any move we make, we’ll be buy- 
ing, not selling.” 


<« 


RUBBER - 


LITTLE BIG WHEEL 


Even in the cutthroat tire 
business, might does not al- 
ways make fight. Item: the 
unrivaled profitability of lit- 
tle Armstrong Rubber Co. 


THE RUBBER industry, with its free- 
style competitive spirit, four giant 
powers and tremendous capital re- 
quirements, hardly seems the ideal 
place for a relatively small outfit to 
try its luck. Yet for all its disad- 
vantage in size and resources, little 
Armstrong Rubber Co.* (total assets: 
$61 million) has managed to make its 
way very well in just that unlikely 
milieu. So well, in fact, that in one 
key respect—sheer basic profitability 
—Armstrong Rubber shows the way 
to its vastly bigger rivals. 

First & Last. Thus last year while 
mighty Goodyear was netting 13% 
on net worth, U.S. Rubber 12.4%, 
Firestone 11.6%, and Goodrich 8.8%, 
it was little Armstrong which led the 
parade. Its surprising return on 
stockholders’ equity: a fat 16.4%. 
Among the rubbermakers, only Gen- 
eral Tire, with its missiles, earned at 
a greater rate—20.2%. 


*Armstrong Rubber Co. Traded American 
Stock Exchange. Recent price: 405%. Price 
range (1960): high, 47; low, 38. Dividend 
(fiscal at Ki $1. Indicated fiscal 1960 prem: 
$1.40. Earnings per share (fiscal 1959): $3.20. 
aan assets: $61 million. Ticker symbol: 
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ARMSTRON-’S MACHLIN: 
a business of demonstrated virtue 


What’s more, Armstrong’s achieve- 
ment was no mere fluke in an ad- 
mittedly good tire-selling year. While 
it has not always bested the industry’s 
leaders in profitability these last five 
years, it has always ranked near the 
top among them. Nor was last year’s 
earning power merely the result of 
off-again on-again benefits of high 
leverage. Until last month, its entire 
debt totaled just $10 million. 

Real leverage, however, is some- 
thing that Armstrong’s President 
Frederick Machlin, 60, will soon have 
working for him. Last month Machlin 
went to a group of insurance com- 
panies to borrow what is, for Arm- 
strong, a surprising sum: no less than 
$25 million. He got it. For with Arm- 
strong’s demonstrated earning power, 
they were glad to give it to him. 





- LITTLEST 


BUT NOT LEAST 


When it comes to profitability, little 
Rubber stands first in the 
tire industry. Only General Tire 
among the companies 
earns a higher return on stock- 
holders’ investment than Armstrong 
—aond General derives a major part 
of its profits from such assorted 
sidelines as TV and rockets. 





Return on Stockholders’ Equity 1959 
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Paradoxically, Armstrong’s surpris- 
ing success probably owes directly to 
its willingness to stick steadfastly to 
the most prosaic part of the rubber 
business—tiremaking. From his office 
in West Haven (Conn.), Machlin over 
the years has been content to sit back 
and watch the passing parade of big 
rubbermakers pouring their hundreds 
of millions into imaginative diversifi- 
cation programs. He has never been 
tempted to join them. “About 95% of 
our volume last year,” he says, “was 
in tires. We are planning substantial 
expansion, but it will be in tires.” 

Concentrated Effort. Far less excit- 
ing than chemicals or missiles, Arm- 
strong’s tire business has its demon- 
strated, if unromantic, virtues. All 
of it is in replacement tires, which 
accounts for two thirds of the nation’s 
tire volume. While by some standards, 
the growth of this market is unexcit- 
ing—about 7% a year—it is steady. 

Making the most of what he has, 
Machlin has been hitting his market 
hard. Last year he spent heavily to 
boost Armstrong’s tire capacity 20%, 
a program that was achieved by in- 
stalling the latest automatic tire- 
making machines. Now with his $25 
million in new borrowings, he plans 
to increase capacity a further 25% by 
adding a new plant on the West Coast. 
To the cautious Machlin, it seems a 
logical move. Explains he: “We are 
already selling a lot of tires out there, 
on which we must pay very consider- 
able freight charges. So potentially a 
new plant there could work to in- 
crease profitability as well as sales. 

Armstrong’s boss is no slouch when 
it comes to either task. Since 1955, 


‘sales have risen from $69 million to 


$97 million last year. Meanwhile 
Armstrong’s return on net worth has 
improved from 11.2% to 16.4%. 

Partners. The greatly increased lev- 
erage Armstrong will get from its new 
$25 million would be a doubtful bene- 
fit but for one other factor: the be- 
nevolent interest of mighty Sears, 
Roebuck. As the Connecticut tire- 
maker’s biggest customer, Sears takes 
nearly half of Armstrong’s output. 
Moreover, it is a big stockholder, and 
if present plans afoot go through, it 
will soon be an even bigger one. 
The plan: to give Sears more Arm- 
strong stock in exchange for Sears’ 
50% interest in Armstrong Tire & 
Rubber, a joint affiliate. If approved, 
Sears will wind up owning 9% of 
Armstrong’s stock. 

The rubbermaker’s own manage- 
ment men own another 20% of the 
issue. And that, says Machlin, per- 
haps explains why they put Arm- 
strong’s capital to work so hard. Says 
he, simply: “We really watch over our 
business, because we’ve got our own 
money in it.” 


Forses, may 1, 1960 
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Relax 


Some ordinary-looking liquids are mixed together. In minutes they 
react, and the mixture foams and rises to become one of today’s finest cushion- 
ing materials—light, tough polyether foam. This is the magic of chemistry. 


People everywhere are enjoying the restful luxury of this new 
foam. It can be tailor-made for any use . . . soft enough for the cushioning of 
your favorite chair or automobile . . . firm enough to give restful support in a 
mattress . . . or even firmer for the safety padding on your automobile dash- 
board. In thin sections, it’s being used as an interlining for winter clothing and 
insulation for sleeping bags. And because it contains countless tiny cells, this 
foam in rigid panels makes a highly effective insulation for walls and refrigerators. 


Many of the chemicals needed to produce these useful foams . . . 
polyethers to form the structure, fluorocarbons to expand the foam, silicone oils 
to determine the cell size, and catalysts to trigger the reaction . . . are created 
by the people of Union Carbide. Their continuing research in the ever-changing 


world of chemistry promises to bring many more wonderful things into your life. 
Forses, may 1, 1960 
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..-a hand in things to come 


let science make you comfortable 


Learn about the exciting work going 
on now in chemicals, carbons, gases, 
metals, plastics, and nuclear energy. 
Write for “‘ Products and Processes” 
Booklet L, Union Carbide Corpora- 
tion, 30 East 42nd Street, New York 

17, New York. In Canada, Union 
Carbide Canada Limited, Toronto. 


UNION 
CARBIDE 


--.a hand 
in things to come 
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supplies everything 
but the driver at flexible, local-level 
costs. On-the-spot management 
provides highest efficiency; full 
service, one-invoice truckleasing— 
the LEASE-FOR-PROFIT way. 


Nationallease service doesn’t add 


to your cost... it saves. Saves the 
capital and management time you 
now spend on trucks so you can 
put yourself—and your money— 
back into your own business. 


Lease for Profit 


Lease a new Chev- 
rolet, or other fine 
truck, operate it as 
your own with 
no investment, 


-* ccF NATIONAL TRUCK 
BPRS eF LEASING SYSTEM 
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WORDS & DEEDS 


In Westinghouse’s case, a 

pious platitude has now been 

proven a plain statement of 
outright fact. 


For connoisseurs of corporate cant, 
“vigorous cost reduction” is just 
about the most charming phrase in a 
top executive’s repertoire It falls 
so effortlessly from a president's lips. 
It sounds so portentous. It says so 
little. 

Rhetoric & Reality. As president of 
Westinghouse Electric Corp.,-the na- 
tion’s second-biggest electrical equip- 
ment maker, in his time Mark W. 
Cresap Jr. 50, has uttered that 
phrase as often as anyone around. 
But with Westinghouse consistently 
trailing rival General Electric in its 
ability to wring net earnings out of 
the sales dollar, many an analyst had 
simply stopped listening. Last month, 
however, they cocked attentive ears 
as Cresap released some news that 
gave the worn old phrase new 
meaning. 

In the year’s first quarter, said 
Cresap, Westinghouse’s earnings had 
risen a vigorous 35% (to $19.5 mil- 
lion). Yet it had been done on a 
mere 4% gain in sales (to $458.8 mil- 
lion). The conjunction of those two 
facts not only spelled a real increase 
in efficiency, but also gave Wall 
Street professionals soinething else to 
ponder. For with the first quarter 
traditionally Westinghouse’s weakest 
of the year, it meant that Cresap’s 


| company was a good bet to wind up 
| the year with its finest showing since 


1954. If so, it would represent a real 
advance toward Cresap’s longtime 
goal of closing some of the ground 
between Westinghouse’s 45% net 
profit margin last year and GE’s 6.4%. 

As usual, Cresap attributed the 


WESTINGHOUSE’S CRESAP: 
lots of talk, lots of results 


gain to “the effect of cost-reduction 
programs and modernization of pro- 
duction facilities.” In view of the 
spurt in earnings, analysts had to ac- 
cept that as more than a pious phrase. 
To be sure, some of the cost-cutting 
gambits Cresap instanced seemed 
picayune, not to say bizarre (e.g., the 
ingenuity of a woman worker in 
Westinghouse’s Bath, N.Y. electronic 
tube plant in using her diabetic hus- 
band’s old hypodermic needles to 
place insulating material on tube 
components). Yet taken together, the 
results spoke for themselves. 

Some of the cost-cutting savings 
were clearly substantial. “Three years 
ago,” Executive Vice President John 
Hodnette has several times observed, 
“we figured we would need three 
million additional square feet of plant 
by 1963. Steady improvement in 
plant layout and modernization—each 
bit small in itself—has reduced this 
need to one million feet.” Net sav- 
ing to Westinghouse, estimates Hod- 
nette: $50 million. 

Net Effect. Even a 5% return on 
sales this year, of course, would still 
leave Westinghouse well short of ri- 
valing GE’s profitability. But one 
thing at least is sure: that Cresap’s 
much-talked-about cost reduction 
program has now been proven some- 
thing far different from the usual 
cant. 


PIPE DREAMS? 


If Bill Marbury is so sour on 
regulated industries, why is 
his Mississi River Fuel 
buying so Leavy into the 
MoPac? Can he be dreaming 
of a pipeline to Denver? 


For aut his easy manner, edged with 
the wit that comes so easily to a 
native-born Missourian, William G. 
Martury felt the question called for 
an arigry answer. “Let’s not kid our- 
selves,” snapped he, “the Federal 
Power Commission has destroyed the 
incentive to be in the gas pipeline 
business.” That was by way of reply to 
a question as to what his Mississippi 
River Fuel Corp.* was doing buying 
into a railroad. The medium-sized 
pipeline company of which he is 
chairman and chief executive officer 
has been taking millions and millions 
of dollars out of the company till to 


* Mississippi River Fuel Corp. Traded NYSE. 
Recent price: 3134. Price ran 4 (1960): high, 
335%; low, 30. Dividend (1 : $1.60. Indi- 
cated 1960 payout: $1.60. Earnings Ba share 

(1959): $2.19. Total assets: $1 million. 
Ticker symbol: MIS. 











ROCKWELL-STANDARD ...Growth through leadership 


Cargo to CRAZY HORSE JUNCTION 


Like more than 25,000 other U. S. communities, Crazy 
Horse Junction is fed, clothed and supplied entirely 
by truck. And helping to keep these vehicles rolling 
safely, surely and on time is one of the important jobs 
of Rockwell-Standard. 

Through its vast coast-to-coast network of 22 manu- 
facturing plants, Rockwell-Standard supplies the great- 
est names in the automotive and allied industries with 
complete driving assemblies for commercial trucks, 
military vehicles, farm, materials handling and con- 
struction equipment. Included are axles, springs, 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 


The 22 plants of Rockwell-Sta 
SIONS + GARY® GRATING - 
ALTI-CRUISER® AIRCRA . 

AUTOMOTIV 
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brakes, transmissions and transfer cases—every com- 
ponent between engine and wheels. 

Widely diversified, both within and outside the auto- 
motive industry, Rockwell-Standard’s basic guiding 
philosophy is the manufacture of products essential to 
the growth and maintenance of a dynamic economy — 
to progress through aggressive research, engineering 
and sound expansion. This has been accomplished 
through 50 years, by supplying products that know no 
compromise with the quality standards of the valued 
customers Rockwell-Standard proudly serves. 


mufacture these famous products + TIMKEN-DETROIT® AXLES - HYDRA-DRIVE® TRANSMIS- 

UNIVERSAL JOINTS - BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 
@ FILTERS + KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: 
UMPERS + AUTOMOTIVE SEATING - LEAF AND COIL SPRINGS - BRAKES + FORGINGS 
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NATIONAL 
STEEL 
REPORTS 





on 1959 and the Future 


National Steel’s sales in 1959 approached the three-quarter 
billion-dollar mark and set a new high record. Net earnings— 
approximately $55 million equal to $7.28 per share-—were 
exceeded in only one other year. 


These results were achieved despite handicaps imposed by the 
long steel strike and,.in the words of Chairman George M. 
Humphrey and President Thomas E, Millsop in the Annual 
Report: 


“This is a practical demonstration of the marked increase in 
efficiency from the new and improved plants and facilities on 
which we have expended hundreds of millions of dollars in 
recent years.” 


Other 1959 highlights: 


Production of 5,300,000 tons reflects an operating rate of 76% 
of capacity compared with an average rate of 63% for the steel 
industry as a whole. An important factor was continuance of 
operations throughout the strike at the Weirton Steel division 
which has a 27-year record of production without interruption 
by labor difficulty of any kind. 


Employee compensation at a record high with total payments 
for wages, salaries and benefits of approximately $220 million. 


The $300 million expansion program—somewhat delayed by 
the strike but now going forward at full speed and still sched- 
uled for completion in 1961. Major elements of this great 
program: 


... for the Midwest Steel division an entirely new steel finishing 
plant in the Chicago area to produce tin plate, galvanized steel, 
hot- and cold-rolied sheet and strip. 


.. . for the Great Lakes Steel division in Detroit, the 80-inch 
“Mill of the Future” which will be computer controlled and 
the finest, fastest, most powerful hot strip mill ever built—plus 
a substantial increase in ingot capacity. 


... for the Weirton Steel division at Weirton, West Virginia, 
and Steubenville, Ohio, improvements and additions to increase 
the production and further improve the quality of tin plate and 
cold-rolled sheets. 


Property additions amounted to $47 million in 1959. The 
remaining cost of construction, authorized and uncompleted 
as of December 31, 1959, amounts to approximately $250 
million. 


A new Research Center, scheduled for completion early in 
1961, will provide expanded facilities for the continuing pro- 
gram of research and development. 


New Products—columbium-treated steels, low alloy, high 
strength steels, a new type of galvanized steel—scored im- 
portant production gains, reflecting increasing demand from 
customers. New lines of pre-engineered buildings in a broader 
range of beautiful factory-applied colors were introduced by 
the Stran-Steel division and a new plastic-coated product was 
developed by the Enamelstrip division. 


For the future, Chairman Humphrey and President Millsop 
say: 


“We look jorward to the real benefits of our construction pro- 
gram which will begin to be felt in 1961 and which, we are 
confident, will make a significant contribution to the improved 
position of National Steel Corporation.” 


1959: A SUMMARY 
1959 1958 
Net sales $736,978,650 $539,957,294 
Net earnings $ 54,897,360 $ 35,727,414 
Net earnings per share $7.28 $4.80 
Total employment costs $219,991,506 $182,223,804 
Total dividends paid $ 22,522,643 $ 22,298,906 


We will be glad to send you a copy of our 1959 Annual Report on request. 





NATIONAL STEEL CORPORATION 4%. ras, rn 


Major divisions: Great Lakes Steel Corporation « Weirton Steel Company « Midwest Steel Corporation © Stran-Steel Corporation 
Enamelstrip Corporation e The Hanna Furnace Corporation e National Steel Products Company 
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4 2 S he 
ALONG MOPAC’s RIGHT-OF-WAY: 
destination Denver? 


purchase huge blocs of stock in the 
Missouri Pacific Railroad Co. By the 
end of last month, Marbury held 
over 300,000 shares, more than 16% 
of the total outstanding. The stock 
added up to well over 10% of Missis- 
sippi River’s $133 million in assets. 
Compression. In explaining his 
move, Marbury likes to complain about 
life in his end of the pipeline business. 


The Federal Power Commission of | 
late has been relatively quick to | 
grant rate increases on natural gas at | 
the wellhead, but far less quick to | 
allow rate increases at the consumer | 
end of the pipe. To middlemen like | 
Mississippi River Fuel, who must buy | 
the gas at the field (at FPC-approved 

rates) and sell it to distributing com- | 


panies (again at FPC rates), the trend 
has put a sharp squeeze on earnings. 

Since 1955, in fact, MIS’s earnings 
have been on a plateau around $2 a 
share (its earnings of $2.65 last year 
included a 46c special credit), and not 
all Bill Marbury’s skill has been able 
to get them climbing again. 

True, a substantia) part of Marbury’s 
gas business is in direct sales to large 
industrial users. The FPC has no 
control over industrial rates. But un- 
fortunately, that part of his business 
has been declining in importance. In 
1954 regulated sales made up less 
than half his volume. Last year it had 
grown to more than 55%. “No sub- 
stantial basic industries have come 
into our territory in years,” sighs 
Marbury. “Just consumers.” 

Maneuvers. The energetic Marbury 
has tried all sorts of things to make 
up for the squeeze on gas profits. Last 
year’s special credit of 46c a share had 
come from the sale of an interest in a 
concrete company and a big, wholly 
owned chemical plant, both once- 
promising diversification moves. “We 
gave them a fair chance,” said he last 
month, “but they didn’t work out.” 
Marbury says his company’s total net 
would have fallen even more sharply 
if it hadn’t been for still other busi- 
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nesses he had moved into—oil and gas 
producing and drilling supplies. 

With ail that, Marbury was pretty 
well convinced that Mississippi River 
needed more diversification if it was 
to get better earnings. But why into 
the railroad business? Railroads are 
an industry which is at least as regu- 
lated as gas if not more so. 

At this point, usually genial Bill 
Marbury tends to clam up. “I’m not 
about to tell you what we're up to,” 
is the usual answer he throws at 
inquisitive Wall Streeters. What The 
Street would like to know is: Is the 
MoPac’s right-of-way what attracted 


him? “Certainly we're thinking about 
a joint venture with them,” is all 
Marbury will say. Does that mean 
that Marbury might use MoPac’s 
right-of-way to construct more pipe- 
lines into new territory with chances 
of better industrial growth? Again 
silence or an ambiguous reply. Mar- 
bury will only note that while his 
and MoPac’s lines pretty much par- 
allel each other, MoPac did go clear 
to Denver, Colo., where his pipe- 
lines had never reached. To which 
he couldn’t help adding last month: 
“We've got a dream department here. 
Some of them will be pipe dreams.” 


THIS INVISIBLE FORCE KEEPS 
THE INDUSTRIAL SOUTHEAST GROWING 


Industry on the move! That's the prog- 
ress picture in the booming Industrial 
Southeast. An important force that 
fuels the growing number of factories 
and homes is provided by Southern 
Natural Gas Company. That’s why the 
largest expansion program in the Com- 
pany’s history has just been completed 
-expansion costing over $100,000,000— 
to deliver more fuel to more and more 
Southern Natural Gas customers. 


The design delivery capacity of the 
Company’s system is now 1,365 million 
cubic feet per day—an increase of about 
38 per cent over a two year period. 
During 1959, the volume of gas sold to 
industrial consumers was approxi- 
mately 83 billion feet—a new high. 
Sales to distributing companies and 
municipalities for resale were also the 
largest in the Company’s history last 
year. 


Southern Natural’s great expansion offers tangible evidence of the Company's 
faith in the future of this fast-growing territory. For further information on how 
natural gas is accelerating the rapid development of The Industrial Southeast, 
write for your copy of our 1959 Annual Report. Please address Department F’. 


aNWaruR AL GAS 


crving the Growing South 


WATTS BUILDING + BIRMINGHAM, ALA 





Everything... 


(including the steelwork 


*The new 7 story future home of Ryder System inc. executive offices in Coconut Grove, Miami for our new hom e*) 
to be occupied in September 


The happy fact is, that while management was absorb- 
ing its most ambitious expansion program to date, 
Ryder System chalked up its greatest gains in 1959: 
Operating revenues increased by 37% and net income 


from operations rose a sizeable 40%. Net income 
per share went from $1.51 to $1.80. All this, during 
a period of acquisition and expansion that included 
launching a new (but related) nationwide general 
leasing operation. All 1959 goals for revenues and 
earnings were achieved—a tribute, we believe, to con- 
tinued careful “growth” planning and management. 


FINANCIAL HIGHLIGHTS 


Up Up Up Up And Up! 
1955 1956 1957 1958 1959 


Gross Revenues $31,824,567 $37,688,630 $46,645,171 $60,919,687 $83,620,391 
Net Income 1,281,930 1,511,530 1,504,942 2,351,941 3,289,693 
Per Share 1,48 1.25 1.13 1.51 1.80 
Dividends Paid 240,277 456,310 659,947 821,146 1,184,189 
Depreciation 3,765,459 5,089,280 6,035,501 7,863,600 11,889,621 


Shares Outstanding 


RYDER SYSTEM, INC. at Dec. 31 747,900 1,308,450 1,542,726 1,576,478 2,061,642 
Corporate Relations Department 
P.O. Box 33-816 Miami, Florida A copy of Ryder System’s 1959 Annual Report will be sent on request 
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COMMODITIES 


BACK TO THE EGG 


Commodity traders, always 

alert for a low-margined play, 

last month again brought the 

egg futures market out of 
cold storage. 





Easter Monday left one egg in com- 
modity speculators’ baskets that was 
not likely te vanish with the season. 
For the first time in recent memory, 
they can now find a good market to 
trade in eggs—and, what’s more, get 


them while they are fresh. Opened | 


on New York’s Mercantile Exchange: 


trading in fresh egg commodity fu- | 


tures. 


A New Diet. Egg futures have not 


been traded on the Mercantile Ex- | 


change in eight years. 
they were, 
were for storage (i.e., refrigerated) 
eggs. Trading was suspended because 
such contracts, the Exchange decided, 
“no longer served a useful purpose.” 
But fresh eggs (no more than 15 days 
old) are quite another thing. Says 
Merrill Lynch commodity expert 
Lenny Bernstein: “It’s the fresh eggs 
that come under demand pressure and 
have the biggest price swings.” Adds 
the Exchange’s dynamic Chairman 
Llewellan Watts: “Eggs are a mer- 


Even when 


curial market. There should be ample | 


fluctuations to whet the speculators’ 
appetite.” 
That cannot be said for storage eggs, 


the contracts involved | 





which are still traded on Chicago’s | 
Mercantile Exchange. Once a rous- | 
ingly active market, storage eggs have 
lost their appeal to traders ever since 


STRICTLY FRESH 


Isn't it wonderful what science can 
do? Because hens now lay their eggs 
steadily through the year, instead of 
nearly all in the Spring, hardly any- 
one wants refrigerated eggs these 
days. Thus the activity and price 
swings® are in fresh eggs, which 
speculators now can trade in through 
the Mercantile Exchange’s new fu- 


tures contract. 
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fast transportation has altered the 
public’s taste in favor of the fresh 
commodity. Chain stores, for example, 
which dominate the buying of Amer- 
ica’s 60-billion-a-year egg diet, rarely 
even look at a storage egg. 

Plenty of Action. In fresh eggs, traders 
will have at least this advantage: 
plenty of action on small stakes. Under 
the terms of trading, 200-case unit 
contracts can be bought on a minimum 
margin of $200. Since last fall, the 
cash price for fresh medium eggs 
ranged between 25.5c and 38.5c a 
dozen, that $200 may control a con- 
tract worth perhaps $1,600 to $2,300. 


cCONTINENTA 


AL / WELLL 


A RECORD 
YEAR 


For a copy of this report 
write to: 
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Each lc move in the per dozen price 
means a $60 change in the contract’s 
value. 

The Mercantile Exchange’s Watts is 
not the only person who expects such 
attractions to lure traders. Says egg 
Broker David Meierfeld: “The man in 
the street will go for this market 
Everyone feels he knows something 
about eggs. After all, he buys and 
eats them.” 

Yet if the promised wide swings 
materialize in the Mercantile’s new 
egg market, the man-in-the-street 
trader may find that he can lay them 
too. 


OMPANY 


MU il ie 


NET EARNINGS 
TOTAL 
PER SHARE 


$60,272,000 
$2.85 


$48,394,000 
$2.40 


DIVIDENDS 
TOTAL 
PER SHARE 


$35,316,000 
$1.70 


$31,422,000 
$1.60 


CRUDE OIL PRODUCTION 
(including equity 
in affiliates) 


BARRELS 


65,203,000 55,151,000 


© 1960, Continental Oil Corpany 


CONTINENTAL OIL COMPANY + P.O.Box 2197, Houston 1, Texas 





W. R. GRACE s Co. 
reports on 1959 


Chemicals lead the way to 
over-all improvement 


In 1959 earnings of W. R. Grace & Co. were 48% higher 
than in the previous year, amounting to $14,827,290. 
Earnings per share were $3.04 compared with $2.07. The 
major factor in the improvement was a substantial rise in 
the earnings of the chemical divisions, which contributed 
68% of total pretax operating profits. 

In addition, Latin American earnings were higher as 
economic conditions improved and exchange rates were 
more stable. Conditions continued to be difficult in the 
shipping industry and Grace Line profits were lower. 

Important developments of 1959 and early 1960 included 
the purchase of a majority interest in Cosden Petroleum 
Corporation, an independent refiner and producer with a 
strong position in petrochemicals; entry into the manu- 
facture of synthetic jet lubricant esters, as well as plas- 
ticizers, by the new Hatco Chemical Division; and the 
completion of three successful wells in the Libyan oil 
exploration venture in which Grace is associated with 
Texas Gulf Producing Company and Standard Oil Com- 
pany (New Jersey). 

For a copy of the Company’s 1959 Annual Report, just 
published, write to the Public Relations Dept., 3 Hanover 
Square, New York 4, N. Y. 


Highlights of the Year’s Operations 
Year Ended December 31 
19? 1958 


Sales and Operati $469,695,671 $434,234,391 
Net Income After < ... $ 4,827.29 $ 10,039.855 


s 

Cash flow ‘ Fea ee ; S 
Preferred Dividends Paid . . Mr, ° $ : 
Common Dividends Paid . . - oan ; $ 9,692.815 
Per Share—at rate of ' 2.20 

Stock Dividend Paid on Common 2c —_— 
Net Working Capital... . ‘ * 3 vr $130,295,418 
Current Ratio rhe F Zi 271 
Net Fixed Assets... ........- ‘ . $232,735,277 $221,931,925 
Stockholders’ Equity per Common Share 7.7 > 47.44 
Number of Common Stockholders... .. . . 05 28,052 


w.r.G RACE «co. 


Executive Offices: 7 Hanover Square, New York 5, N. Y. 
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5. How much money is circulating? (FRB bonk debits, 141 key 
Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
seasonal variation. 
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Nov. Dec. Jan. Feb. March 


(prelim.) 
165.0 
120.6 

99.2 
131.0 
172.2 
137.6 


156.0 
119.3 
100.0 
132.5 
167.1 
135.0 


165.0 
120.4 
101.5 
136.2 
160.3 
136.7 


168.0 
120.9 
101.0 
133.3 
165.3 
137.7 


166.0 
121.0 

99.8 
127.9 
171.5 
137.2 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The New “New Look’”’ 


Txis—to the neophyte speculator ac- 
customed only to a one-way street— 
has been a most frustrating and dis- 
turbing period. 

It’s not that there is anything mys- 
terious in the fact that the market has 
been suffering from a downgrading 
of business hopes and expectations. 
This is obvious to anyone who reads 
the financial pages. But when the 
observer talks about the bear market 
in price-times-earnings ratios and the 
fact that we are living in a different 
business climate, one without the 
benefit of automatic growth or special 
stimulants, the unsophisticated be- 
comes a little puzzled. Yet the plain 
fact of the matter is that we are living 
in an era with a new, new look—one 
where a) the general business trend 
does not have the promise of marked 
growth; b) the stock market as a 
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whole is subject 
to new stresses 
and strains. 

To put it in a 
word, the criteria 
for merket suc- 
cess are different 
from what they 
were when the economy was in an 
all-inclusive flood tide and there were 
many claimants to the security dollar. 
Today, as has been noted in previous 
columns, something special is re- 
quired to attract real and lasting at- 
tention. When unique dynamics can 
be found, however, the interest is 
concentrated, for the professional in- 
vestor is still a dominant force. Thus, 
while the tests are finer, the results 
are more dramatic. 

We who have lived through the pre- 
war and postwar markets can remem- 


ber the 1930s when the philosophy of 
the security buyer hinged on empha- 
sizing book values, working capital, 
when statistics could be used to build 
up a strong case for undervaluation. 
Then, in the 1940s, a new standard of 
measurement came into being. There 
was great interest in companies which 
were selling for less than working 
capital, where earnings would return 
the purchase price in a few years, 
where many stocks in effect were 
worth more dead than alive. In the 
decade which just ended, our ability 
to avoid a major depression, the spec- 
tacular growth of new businesses, the 
creation of the indirect investor via 
pension funds and mutual funds, 
brought about a steadily rising multi- 
plier. People were willing to pay more 
for the same piece of merchandise. 
Now, with the inflation stimulus 
lost, competition increasing and the 
economy in effect living from within, 
a more sober concept has come into 
being. The shift is away from the 
Favorite Fifty, so to speak, to the 
really outstanding success 
which are free of what 


stories 
might be 


49 





Management Premise: 


Growth in Service 
Founded On 
Progress in Earnings 


We believe that an adequate return on investors’ capital and 
improved results for the shareholder are the only founda- 
tion on which expansion and improvement of consumer 
service and increased employee benefits can be soundly 
based. 


In 1959, for the 15th year in a row, Citizens Utilities 
attained a new high in per share earnings. This record is 
unsurpassed in the utility industry. 


Our 1959 Annual Report records Citizens’ investor and 
public service achievements and the management funda- 
mentals which underlie the conduct of this enterprise. Copies 
are available upon request to Ralph Dickerson, Secretary. 


CITIZENS UTILITIES 


COMPANY 


ADMINISTRATIVE OFFICES: RIDGEWAY CENTER, STAMFORD, CONN. 


Diversified Services to More Than 76,000 Customers 
in 8 States Across the Nation: 
ARIZONA, CALIFORNIA, COLORADO, IDAHO, ILLINOIS, 
MAINE, PENNSYLVANIA and VERMONT 





TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable June 14, 1960, to stock- 
holders of record on May 6, 1960. 


J. E. IVINS, Secretary 











termed the Federal Reserve Board 
neurosis. In this connection, history 
teaches the lesson that the most 
interesting speculative opportunities 
usually are found in companies 1) 
which are in a position to capitalize 
on growing undeveloped markets; 2) 
which spend large sums for research 
and product development; 3) whose 
technological progress will not be ob- 
scured by a lack of growth in old 
established lines; 4) which reinvest a 
substantial portion of earnings and 
thus finance growth from within. 
Significantly, however, the case for 
| “something special” does not neces- 
| sarily rest only in the companies 
| whose prosperity is related to our 
scientific revolution. For example, in- 
| ternational travel has become big 
| business; the number of U.S. residents 
| going abroad has doubled since 1953, 
| quadrupled since 1947. American Ex- 
| press, paying $1.20 and in a position 
| to earn $2 per share this year, could 
| be an important beneficiary of this 
background—and not just because of 
, its travel tours, travelers cheoues, 
$100-million credit card business, or 
| world-wide car rental operation. 
| Rather, as an overseas commercial 
banker and an important factor in the 
international freight forwarding busi- 
ness, American Express is in an ideal 
position to capitalize on Europe’s 
growing prosperity, on steadily ex- 
panding world trade. Incidentally, the 
company’s $500-million marketable 
security portfolio—largely in govern- 
ments and tax-exempt bonds—is 
equal to over $11 per share. 
Also among the standard issues, so 
| to speak, W.T. Grant, paying $2.40, 
appears an attractive speculation. Dy- 
namics exist in the fact that the com- 
pany is in the midst of a major store 
expansion program and operations 
now reflect the additions made in re- 
cent years. More than half of the 
stores now in operation (433 of a total 
801) are new or were revamped in 
| the past five years. Significantly, near- 
ly three fourths of these stores (308 
units) have been located in suburban 
shopping centers. Several hundred 
additional new stores are expected to 
be opened over the next few years, 
chiefly in shopping centers, while un- 
satisfactory downtown stores will be 
closed as quickly as lease expirations 
permit. 
In 1959, sales of $480 million and 
earnings of $4.11 per share were at 
all-time record highs. This compared 





' with $432 million and $3.71 per share 


respectively in 1958. The company’s 
50%-60% dividend payout policy 
seems likely to be maintained despite 
the continuing expansion program. 


| The new stores will be leased rather 


(CONTINUED ON PAGE 62) 
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YARDSTICKS FOR MEASURING THE VALUE OF 


OIL STOCKS NOW 


The Oil Stocks, as every investor knows, were 
weak throughout 1959, and collapsed in this year’s 
market break. 


A few weeks from now, first-quarter earnings 
reports will confirm this apparent gloom. For oil 
profits have lagged seriously even during general 
prosperity. 


What hope is there for a “comeback” in oil 
shares? Is it wise for the individual investor to 
follow the trusts, who continue to lighten up on 
commitments in this group? 


A timely Value Line Analysis tackles the prob- 
lem of oil stock evaluation in today’s stern environ- 
ment, and points to yardsticks that you can use in 
deciding whether to buy or sell specific oil stocks for 
your own portfolio. Included in this Analysis are 
the objective Value Line Ratings, which measure 
each of 43 Oil Stocks (plus 32 Natural Gas and Coal 
Stocks) against its own past record, and against 
results in prospect over the next 12 months. Also in- 
cluded are projections of potential values for each 
oil stock in the mid-Sixties, as well as a survey of the 
reasons why 1960 is seen as a “topsy-turvy year” 
for the oils. 


SPECIAL GUEST SUBSCRIPTION OFFER 


To inform your judgment as to the best values 
for you among oil stocks at this time, we invite you 
to accept the special $5 offer described below. It will 
include, without additional charge, the new 92-page 
Petroleum Edition of the Value Line Survey with 
full-page reports on each of the 75 major Petro- 
leum, Natural Gas and Coal stocks—each report 
including objective, mathematically derived Rank- 
ings for Probable Market Performance in the Next 
12 Months for Appreciation Potentiality over a 3-5 
year pull, for Yield Expectancy in the next 12 
months and for Quality Grade. Among the stocks 
reported upon: 


Atlantic Refining 
Cities Service 


Union Oil 
Tidewater 
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Gulf Oil 

Imperial Oil 
Phillips Petroleum 
Pure Oil 

Royal Dutch 

Shell Oil 

Sinclair Oil 

Socony Mobil Oil 
Standard Oil (Cal.) 
Standard Oil (N. J.) 


Texaco 

Amerada 

Canadian Oil 

El Paso Natural Gas 
Continental Oil 
Panhandle Eastern 
Getty 

Richfield 

Sun Oil 

Sunray 


Under this offer, you will also receive—by return 
mail and without extra charge—a copy of the Fort- 
nightly Commentary of January 12, 1959, forecast- 
ing the problems of the Oil Industry which are now 
taking shape, a copy of Value Line’s new Special 
Study, “Investment Opportunities in the New Space 
Age’’—together with the latest Value Line Sum- 
mary of Advices on 1,000 Major Stocks and 50 
Special Situations, with Value Line’s objective 
measurements of Intrinsic Value, Quality, Yield 
and Appreciation Potentiality. And for only $5 
(less than half the regular pro rata fee) you will re- 
ceive (a) the next 4 weekly editions of the Value 
Line Survey with full page reports on each of 
300 stocks, (b) a new Special Situation Recom- 
mendation, (c) a Supervised Account Report, (d) 
Periodic Commentary, and (e) Weekly Supple- 
ments. 


(In contrast to this $5 offer, the regular rate 
is $144 annually) 


To take advantage of this Special Offer, fill out and mail coupon below 


Name 


Address 


City Zone State 
Send $5 to Dept. FB-152 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
Value Line Survey Blidg., 5 E. 44th St., N.Y.C.17 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 41 
25/2 cents per share; 


4.24% SERIES 
Dividend No. 18 
262 cents per share; 


4.78% SERIES 
Dividend No. 10 
297/_ cents per share; 


4.88%, SERIES 
Dividend No. 50 
30'% cents per share. 


The above dividends are pay- 
able May 31, 1960, to stock- 
holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


P. C. HALE, Treasurer 


April 21, 1960 





R. J. Reynolds 
Tobacco Company 





Mokers of 
Camel, Winston, Salem & Cavalier 
cigorettes 


Prince Albert, George Washington 
Carter Hall 





smoking tobacco 
—EEEE SS =) 


QUARTERLY DIVIDEND 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable June 6, 
1960 to stockholders of rec- 
ord at the close of business 
May 13, 1960, 

WILLIAM R. LYBROOK, 


Secretary 
Winston-Salem, N. C. 
April 15, 1960 





| MARKET COMMENT 


by L. O. HOOPER 


Traveling at a Slower Pace 


In late years, both the economy and 

| the stock market often have moved 

| at jet speeds. Things have been ab- 

normally good, and “growth” has been 
unusually fast. 

Statistics show that the over-all 
rate of growth in the economy now is 
slower. Most earnings are a little 
under earlier expectations. Unless 
they own the glamour stocks, folks 
are not getting rich so fast in the 
stock market. The tempo of business 

_ and speculation is less rapid. The in- 
| vestor must adjust his thinking to 
| this. 

Getting back to more normal trends 
and normal rates of growth is a pro- 

| Saic process. Stocks and business now 
travel at a slower pace. 

To be realistic, the typical serious 
reader of this column: 1) should 
recognize that “good ideas” are not 
so plentiful, 2) should remember that 

| the percentage of good ideas that will 
| make good at an early date is smaller 
| than has been the case most of the 
| time since 1949, 3) should not expect 
| the unusually rapid over-all capital 
appreciation he has enjoyed in the 
past decade, and 4) should adjust his 
thinking to a less rapid pace in the 
economy and in stocks. These market 
| columns in Forses are not as “excit- 
ing” as they were three or four years 
ago; that’s because the market has 
changed, not because the writers have 
slipped. 
| But we keep on trying! While our 
“batting average” has gone down, we 
| still hit a few home runs. O.M. Scott 
& Sons (44) has not been so bad. 
Holiday Inns (30) has appreciated. 
| Hermes Electronics (15) is looking 
| promising. Brunswick-Balke-Collen- 
der (60) cancels out some of the 
| “blanks.” So far as this column is 
concerned, the writer has not been 
“with” the real fast moving science 
| stocks. He’s too conservative, and too 
old to understand them. Perhaps he 
| knows too many things that are not 
true anymore. 

Business is not quite as good as the 
optimists thought it would be; but it 
is not bad. This is a “normal” year 
rather than a boom year. We just 
can’t have boom years all the time! 

Most corporate contacts are mark- 
ing down their 1960 earnings estimates 
of three or four months ago; it is an 
almost uniform experience for field 
men to encounter. Unless there is a 
big change in coming months, how- 

| ever, they say 1960 will be a good year. 
| The textile people are a bit gloomy; 
| Easter was not up to par. Steel op- 


erations have de- 
clined earlier than 
expected. On the 
other hand, the 
construction peo- 
ple (whose earlier 
expectations were 
not too high) say 
things are picking up. 

On an over-all basis, for some 
weeks the stock market has been in 
the center of a great calm. Since late 
January the maximum fluctuation in 
the DJ industrials has been just over 
7%. In the four weeks prior to the 
present writing, the total fluctuation 
has been only 4%. There would ap- 
pear to be a “support area” in the 
Dow around 590-600, and a “supply 
area” around 640-650. If the market 
should really “break out of the trad- 
ing range,” of course, either area 
could be violated. My pattern right 
now would call for a break out on 
the upside, perhaps to above 650 for a 
short time; and also call for a testing 
of the old March lows (596 in the 
Dow) before the end of the July 
political conventions. 

The idea that the stock market fol- 
lows any definite pattern in election 
years should be discouraged. More 
often than not, however, the election 
year lows have been made around 
convention time. More often than not, 
stocks have advanced after the con- 
ventions have made their nominations 
right up to Election Day. On the basis 
of this “average” precedent, we should 
expect more of stocks in the late 
summer and fall than in the spring 
and early summer. My own idea is 
that 1960 is a year of gentle rather than 
violent trends—in both directions. 

Recently there has been some pos- 
sibly significant interest in really con- 
servative investment quarters in Uni- 
versal Match (107). The stock sold 
as low as 21% last year. The 1959 
annual report shows sales of $72.3 
million against $43.9 million in 1958, 
and common share earnings of $3.01 
against $1.15. While the company’s 
book match business has supplied a 
good part of earnings till recently, the 
main reason for the speculative in- 
terest in the shares centers around 
what appears to be an outstanding 
position in the vending machine in- 
dustry. It is estimated that 50,000 
vending machines in this country sold 
$30 million of merchandise in 1925, and 
that last year 4 million machines sold 
some $2% billion of goods—so auto- 
matic vending qualifies as a “growth” 
industry. Universal Match owns 100% 
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of the capital stock of National Re- ; 


jectors, Inc. which has an automatic | 
change-making device. It also owns | 


National Vendors, Inc., the world’s 
largest producer of cigarette vending | 
machines. Another “wonder” product | 
is the “air curtain” whereby a door or | 
window may be kept open without 
losing coolness or heat. One of the 
good things about Universal Match is 
that capitalization is reasonable. While 
the stock involves risks, it seems to 
have possibilities. 

Phillips Petroleum (44%) is recom- 
mended for purchase as a growth 
stock. From 1951 through 1958, in 
spite of a growth in gross from $610 
million to $1,131 million, Phillips had 
a notably “flat” per share earnings 
experience: 1951, $2.56; 1952, $2.59; 
1953, $2.63; 1954, $2.60; 1955, $2.78; 
1956, $2.77; 1957, $2.80; and 1958, $2.45. 
The company was increasing its capi- 
talization, through new stock and 
bond issues, as fast as its earnings. 
For the past two years, it has self- 
generated all of its new capital re- 
quirements, and it expects to do so 
again this year in spite of larger 
capital spending. 

Big capital spending of past years 
now is beginning to ripen into 
larger earnings, especially in the 
chemical and natural gas departments. 
Chemical operations in 1959 provided 
about 20% of net income, and in four 
or five years may provide half of net 
—with oil and gas income higher too. 
Last year, Phillips earned $3.03 a 
share, a new high. This year’s profits 
are placed at $3.35 a share or better. 
A price/earnings ratio of 13 or 14 
times looks too low for a growth stock 
with a high chemical flavor. 

American Steel Foundries (32), now 
only about half railroad supplies, may 
be a neglected “process” stock and it 
is selling for only about 10 or 11 times 
reasonably expected earnings for the 
year to end September 30. This com- 
pany’s Griffin Wheel division, with the 
active cooperation of United States 
Steel, is developing a “controlled 
pressure pouring” process to make 
special types of steel better and 
cheaper. Steel Foundries has a strong 
patent position, and the process is 
expected to bring in important royalty 
income. People close to the company 
seem very confident that Steel Found- 
ries really “has it” in this new item. 
Some mention a $5 a ton royalty to 
Steel Foundries, and say it will come 
from many sources. What I like about 
this stock is that you are not paying | 
too much for the science potential. 

There is nothing “exciting” about | 
Halliburton Oil Well Cementing (43), 
down from a high of 92 in 1956. But | 
it should be noted that the stock is | 

(CONTINUED ON PAGE 62) 
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What kind of help 
does a broker provide? 


As far as we're concerned, the right answer to that one depends on 
just one thing—the kind of help you want. 

Some of our customers work almost completely on their own. They 
make up their own minds about what they want to buy or sell—and 
depend on us only for facts and statistics—plus fast and accurate 
execution of any orders they place. 

Most of them though want a lot more guidance. They want up-to- 
date facts on earnings, sales, dividends—want our opinion too, on just 
what those facts seem to add up to as far as the future goes. 

Again, some customers like to be called once or twice a day—-wel- 
come any sensible suggestions for purchase or sale... 

Others don’t want to be bothered for weeks on end, are content to 
invest carefully for the long pull. 

That’s why we never try to second guess any investor who comes to 
us for help. 

We simply try to give him all the help that be thinks he wants. 

Enough help for your account, too? 

We think so, but we'd rather rest our case on your opinion. 

To form one, simply call or write—we're perfectly willing to take 
it from there. 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 


130 offices bere and abroad 
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Effective April 25, 1960, the Common Stock of this 
company has been admitted to trading on the New York 
Stock Exchange. The ticker symbol is SFR. 


STANDARD FINANCIAL 


CORPORATION 
Executive Offices: 530 Fifth Avenue, New York 36, N. Y. 
Subsidiaries 
STANDARD FACTORS CORPORATION TEXAS FACTORS, INC. 
FACTORS CORPORATION OF AMERICA AMITY FINANCIAL CORPORATION 
JEWELERS ACCEPTANCE CORPORATION 


Accounts Receivable Financing ¢« Rediscount Financing ¢ Factoring 
Commercial and Instalment Financing 


Established 1932 Resources $65 Million 

















HOW | LICKED 
THE HIGH COST 
OF LIVING 


By a Wall Street Journal 
Subscriber 


High prices and taxes were keeping me 
broke. I simply had to earn more money 
or reduce expenses. 

One day I picked up a copy of The 
Wall Street Journal. In the pages of that 
remarkable newspaper I found immedi- 
ate help. An article on building supplies 
gave me ideas on remodeling my home 
and showed me how to save $900. An- 
other article showed me a profit-making 
opportunity. 

I sent for a Trial Subscription to The 
Journal. I heeded its warnings. I cashed 
in on the ideas it gave me. Now I’m 
really getting ahead. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in New York, 
Washington, Chicago, Cleveland, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 5-1 

















Chart Your Way to Bigger 


Soybean and Wheat Profits 
with the 


COMMODEX 
SYSTEM 


of Automatic Trading 
In Commodity Futures 


By Edward B. Gotthelf 


Foreword by 
Liewellyn Watts Jr., Chairman, 
The New York Mercantile Exchange 


Please accept with our compliments these new 
type soybean and wheat charts. They will 
enable you to apply COMMODEX principles 
graphically . . ick ‘buy’ and ‘sell’ spots 
as they develop in io fast-moving markets. 
THE COMMODEX SYSTEM reduces technical fac- 
tors in the market to a pair of ape numbers 
which can be easily calcul d in 
a daily service. It enables you ~~ recognize 
trends at a glance and follow them for maxi- 
raum profit. Simple rules help you trade with 
or without charts. Automatic stops protect 
capitol and profits. 

THE COMMODEX SYSTEM also explains com- 
modity futures in simple terms . . . shows how 
to minimize risk and estimate ital needs. It 
covers chart techniques, ». tax-saving 
agi and how to develop a balanced port- 
‘olio 
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letins, free w ane soybean charts brought 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


Looking Them Over Again 


“Ir you are as bearish on the market 
as you seem to be, how do you feel 
about all your pets which you recom- 
mended during the past year or so?” 
This letter from a Forses reader is 
one of those that cannot and should 
not be shoved aside. It is a good ques- 
tion and it does deserve a considered 
reply. 

First of all, this column cannot con- 
ceivably perform the function of an 
investment advisory service. It is not 
meant to “tip” this stock or that, and 
then to tell the reader that the time 
has come to take a profit or to cut 
short a loss. Second, investment or 
trading advice is an intensely personal 
matter, depending on individual cir- 
cumstances that simply don’t lend 
themselves to broad generalizations. 

Nevertheless, the questioning read- 
er does have a valid point: If I have 
changed my general market policy, if 
I take a cautious, if not bearish, ap- 
proach towards common stocks, what 
attitude do I suggest to investors who 
followed some of my suggestions of 
the past year? 

Rereading comments and predic- 
tions made many months ago cannot 
fail to provoke mixed emotions. One 
feels very pleased with some forecasts 
and recommendations, but there are 
others where one wishes to have been 
blessed with the wisdom of hindsight. 
Yet, it should be re-emphasized that 
circumstances do change, and that this 


column cannot 
possibly devote it- 
self to a continu- 
ous follow-up on 
all stocks ever 
mentioned. 

For example, the 
merits and pros- 
pects of North 
American Aviation were vitally af- 
fected by the cancellation of the F-108 
fighter and the cutback of the B-70 
bomber programs. These are the haz- 
ards—which we have never minimized 
—of investing in companies which de- 
pend more or less entirely on the 
allocation of the funds spent for de- 
fense. North American Aviation, at 
3342, is selling on a 6% yield basis. 
This does not make it suitable for a 
yield-hungry investor who cannot af- 
ford to take risks, but it does limit 
the risk for a trader and speculator 
betting not only on the company’s 
strong representation in many other 
aspects of defense business but also 
on the possible reinstatement of the 
B-70 program. 

At the other extreme there | is 
Bristol-Myers (49) which has doubled 
in price since February 1959 and has 
proceeded to climb to new record 
highs in complete disregard of the 
general market trend. This company 
has continued to gain stature and 
prestige, and its sales and earnings 
growth leaves little to be desired. Yet 
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*— HIGH 
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these favorable aspects have now be- 
come so generally recognized that the 
price /earnings ratio has jumped from 
17 a year ago to 28 at present. There- 
fore, at least partial profit taking 
seems to be in order. 
Seaboard Finance 
largest of the small loan companies, 
has been hurt somewhat by the high 


cost of money, and its ambitious credit | 


card plan for the middle classes will 


only gradually begin to contribute to | 


profits. In its 25 years of being: a 
publicly owned company, Seaboard 


has never missed or even reduced a | 
quarterly dividend, and it has in- | 


creased its dividend rate seven times. 


This is an admirable record, and the iL 
company’s management is very con- | 


scious and proud of it. Paying $1 in 
cash (4.9%) plus 2% in stock, Sea- 
board Finance is even more attractive 


now than a year ago for investors | 


seeking a steady income and a pros- 
pect for gradual appreciation. 


Brunswick-Balke-Collender (60), | 


having more than tripled in price in 
14 months, has far surpassed all ex- 
pectations due not only to its splendid 


earnings growth, but largely because | 


it has become a great market favorite. 


While the management's intelligent | 
diversification program lends breadth | 


and further attraction to the future of 
this company, the phenomenal rise in 


the price of the stock may have re- | 
sulted in some top-heavy representa- | 
tion in individual portfolios. In such | 
instances I suggest partial profit tak- | 
ing, about %4-44, but I continue to | 


have a high regard for this stock. 
Anaconda (53) has done remark- 


ably well earningswise, topping even 


Kennecott Copper due to a variety of 


circumstances, but its market action | 
has been just plain miserable. I con- | 
tinue to regard Anaconda as the best | 


among the copper stocks, but the 
question is whether this industry is 
desirable at present and in the near 


future in view of the existing glut of | 


the red metal. Anaconda at its pres- 
ent price represents sound value in 
every respect, and its earnings and 
dividends should be entirely satis- 


factory. Its market prospects, how- | 


ever, lack glamour. 


Armour & Co. (34) has made great | 


progress during the past year and is 
continuing in the right direction, re- 
gardless of whether current operating 
profits come up to or fall short of 
expectations. The stock, having de- 
clined from a recent high of 42%, 
merits retention in semispeculative 
accounts. 

On the other hand, Glidden Co. 
(36), where new management policies 
seemed to hold similar promise for 
significant improvement, as in the 

(CONTINUED ON PAGE 62) 
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(20%), third | 
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What is a Warrant? 


In the first place, why should you care? Well, warrants have shown far 
greater appreciation than any other type of stock in past markets and probably 
will do so again. For example, in the decade, the common stock warrants 
of Atlas Corp., Tri-Continental, Richheld Oil, United Corp., and R.K.O., to 
name some, owed $500 investments appreciating to as much as $100,000 in a 
few years! 


WHAT 1S A WARRANT? 4 warrant is issued by the company itself giving 
you the right to buy company stock at a certain price for a specified period of 
time, which may be | year, 5 years, 10 years or with no limit at all, some war- 
rants being perpetual (such as Tri-Continental). To see how such warrants can 
become very valuable look at the R.K.O. chart. In 1940 R.K.O. reorganized and 
warrants were issued which gave the right to buy R.K.O. common stock at $15 
per share at any time up to 1947. In 1942 R.K.O. common stock was selling 
around $2.50 and with general pessimism rife, the warrants were selling on the 
N. Y. Curb for 614 cents. Obviously few expected R.K.O. to sell above $15, 
where the warrants would begin to have actual value. How the picture changed 
in 4 years! As we see in the chart, R.K.O. common advanced to $28 and the 
warrant being the right to buy at $15, was selling at $13. 


Why is a warrant so unique a vehicle for apprecia- 
tion? When R.K.O. common went from $2.50 to 824, 
a $500 investment went te $5,625. When K.K.O. war- 
rants went from 6%c to $13, the same $500 investment 
went te $104,000. The warrant appreciated 20 times 
as much as the common! 


What about warrants in this market—today? There 
are more important long-term warrants actively 
trading today than at any time in the past 20 years. 
Among them are the warrants of General Tire & 
Rubber, Mack Trucks, Alleghany Cerp., Sheraton 
Corp., Atlas Corp., Armour, Kerr-Mctiee, Molyb. 
Corp. of Am., Sperry Rand and Tri-Cont., to name 
just a few. 


Every investor interested in capital appreciation should know what oppor- 
tunities exist in warrarits. He should know why warrants are issued, exactly 
what they are, how they may be profitably bought and sold, and what warrants 
trade in today’s market. He must study all of this carefully because in the hands 
of the uninformed, warrants hold at least as much danger as promise. If you 
are interested in capital appreciation the best $2 investment you can make is in 
purchasing a copy of 


THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS 


By Sidney Fried ae ae ae oe ee oe 


This book has earned the highest i eH R. H. M. ASSOCIATES, 


praise from some of the best minds in a? Y 
the securities field and from a host of 550 TED Ano., G. ¥. 1, G. ¥ 
average investors for its clarity of style 
and the worth of its information. It 
gives you the whole story of the com- 
mon stock warrant. It also contains a 
full description of more than 100 out- 


standing warrants, and describes a t 
a 


Attached is $2. Please send me ‘“The Spec- 
ulative Merits of Common Stock War- 
rants” by Sidney Fried. 


method by which you can take advan- 
tage of current opportunities in war- 
rants in today’s market. For your copy, 
fill in the coupon, attach $2, and mail 
immediately. Or send for free de- 
scriptive folder. 
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sider indispensable 
to investment success, particularly now and 
during the uncertain months ahead. 


Nowhere else can you find more quickly, more 
easily, or at lower cost, each NYSE Common 
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stock values and make the best possible BUY- 
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INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Stocks That Have Acted Well 


| MANy individual stocks have experi- 


enced severe declines during the last 
six months or so, and it is possible 
that those falling into this category 
are approaching bottom. However, 
they might stay there for some time, 
for generally six months of backing 


| and filling are usually required to set 


the stage for a major advance. Ac- 
cordingly, my over-all opinion of the 
market continues to be one of caution. 

Meanwhile, there will be opportu- 


| nities from time to time in special 


situations that will act better than the 
market and enjoy “moves” of their 
own. To select such situations is ex- 
tremely difficult, and perhaps it is 
foolhardy to risk much money in them. 


| Nonetheless, for those readers who 


are interested in stocks that have 


| acted better than the market during 


the recent months (not including such 
items as Texas Instruments, American 
Telephone, Litton Industries, et al), 
I submit the following: 
Amphenol-Borg Electronics reached 
a high of 46 early in 1959; by the third 
quarter, it had reacted to 30. Since 
then, it has gradually climbed to 44, 
at which price it is currently selling. 


| The company is the result of a merger 


in 1958 between Amphenol Electronics 
Corp. and George W. Borg & Co. 
Products are electro-mechanical and 
are produced for use in electronic and 
communication equipment, aircraft, 


' guided missiles and computers. Radio 


and television set manufacturers use 
many of Amphenol’s products. How- 
ever, the greater demand is for elec- 
tronic equipment and apparatus re- 
quiring more exacting specifications. 

The Borg division manufactures au- 
tomotive, electronic and textile prod- 


_ ucts. It is believed to be the largest 


producer of electrically wound auto- 
mobile clocks. The Big Three auto 


The company’s plants are located in 
Illinois, Connecticut, California and 





Recent 
price 


Amphenoi-Borg Electronics 44 
Atlas Powder 95 
Bestwall Gypsum 45 
Georgia-Pacific Corp. 54 


Hershey Chocolate 81 
Radio Corp. of America 73 


Upjohn 49 


*Includes stock. 





THE MARKET BEATERS 


1959-60 
high & low 


Wisconsin. As of 

the end of Sep- 

tember 1959, fi- 

nances were 

strong, with a cur- 

rent ratio of about 

3 to 1. Cash items 

nearly equaled 

current liabilities. 

Capitalization consists of $840,000 in 
funded debt and a little over 1 mil- 
lion shares of common stock. 

Sales last year advanced to an esti- 
mated $56.4 million vs. $46.3 million 
the year before, while earnings rose 
to an estimated $2.50 per share from 
$2 per share. Further improvement 
is looked for this year, as the com- 
pany has predicted a 15% to 20% gain 
in sales. As a result, earnings are 
also expected to improve substan- 
tially. Future prospects appear ex- 
cellent as the recent good behavior 
of the stock suggests. Indeed, man- 
agement is pushing hard its research 
in the field of automation and elec- 
tronic products, which appear to offer 
much promise. The stock should work 
out favorably for the investor over 
the long pull. 

Atlas Powder so far has refused to 
back down all year. Its current 
price of 95 is within a point of its 
all-time high of 96 reached last year 
and again earlier this year. The com- 
pany is the second largest producer of 
industrial explosives, accounting for 
approximately 25% of entire industry 
sales. 

In addition, the company also pro- 
duces chemicals, and it is in this field 
where much research and develop- 
ment work is being carried on. In 
this connection, last year Atlas formed 
a subsidiary to take over a petro- 
chemical plant formerly owned by 
the Standard Oil Co. of Ohio and has 
just announced further expansion 
plans for this project. Atlas Powder’s 
growth in the future, then, would 





Indicated 
dividend 
$1.40 
2.40 
3% stock 
1.00 plus 
1% stock 
3.40 
1.00 plus 
2% stock 
0.72 


46-30 
96-68 
45-31 
57-40 


82-66 
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appear to lie largely in its chemical 
division. 

The company is strong financially 
and enjoys excellent management. 
Capitalization is small, consisting of 
$6 million in funded debt and 759,000 
shares of common stock. Sales and 
earnings last year recovered substan- 
tially from the previous year, having 
reached $70.7 million and $5.15 per 
share respectively, vs. $65.6 million 
and $3.80 per share the previous year. 
Prospects for this year are for ¢con- 
tinued recovery, and a stock split and 
an increase in the current $2.40 annual 
dividend would not be at all surpris- 
ing. 

Bestwall Gypsum has advanced 12 
points during the past three months 
or so and is currently selling around 
45. The company, estimated to be the 
third-largest gypsum company in the 
U.S., was formerly the gypsum di- 
vision of Certain-teed Products. Its 
products are used in all phases of the 
construction business. Plants are lo- 
cated in New York, Michigan, Iowa, 
Kansas, Texas and Georgia, with an- 
other presently under construction in 
Louisiana. 

The year 1959 was the best in 
the company’s history. Another excel- 
lent year is anticipated in 1960. A 
large expansion program is under way 
which should result in reduced costs 
and increased output in future years. 
Hence, the long-range outlook would 
appear quite favorable. In this con- 
nection, it is understood that institu- 
tional buying has been taking place in 
the stock during recent months. No 
cash dividend is currently paid; how- 
ever, 3% in stock was declared last 
year. 

Georgia-Pacific Corp. has the best 
management in the plywood industry. 
Its timber reserves are tremendous. 
It has invested vast sums of money in 
recent years in new plant and equip- 
ment and has entered the paper field. 
Finances are good, with a current 
ratio of 2% to 1. Sales have shown 
remarkable growth through the years, 
having nearly quadrupled since 1950. 
This trend should continue, although 
perhaps at a slower rate as new prod- 
ucts contribute to sales. Georgia- 
Pacific ought to be an excellent stock 
to own for capital appreciation over 
the long term. 

Hershey Chocolate has held be- 
tween 75 and 82 for a period of 28 
weeks and is currently selling in the 
upper part of this range. It appears 
to be getting ready to break out of 
this area on the upside. Earnings last 
year of $6.35 per share were at an 
all-time high and were aided by the 
introduction several years ago of new 
products—Hershey-ets and Hershey’s 
Instant Cocoa Mix. Other new prod- 
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ucts (Hershey’s Mint Chocolate, choc- 
olate-covered almonds and vitamin- 
fortified chocolate-flavored syrup) 
introduced last year should enable 


1960 earnings to approach $7 per 


share. 
An increase 
annual dividend as well as a stock 


split appear possible some time this | 
year. Incidentally, it is interesting to | 


note that the stock has not been split 


since 1947 at which time it was split | 


3-for-1. 

This is a fine company and is very 
strong financially, having a current 
ratio of 11 to 1 and a cash position 
exceeding current liabilities by 5 to 1. 
There is no funded debt or preferred 
stock, only 2.4 million shares of com- 
mon stock. A dividend has been paid 
each year since 1930. I recommend it 
highly to conservative-minded in- 
vestors. 

Radio Corp. of America, often rec- 
ommended here, continues to act won- 
derfully well, having recently sold at 
a price of 75%, which is the highest 
level recorded during the last 30 years. 
Its 1929 high was 114. Long-range 
prospects for this stock continue to be 
excellent. 

Upjohn is an old-line company, hav- 
ing been founded in 1886. It is one of 
the largest ethical drug manufacturers 
in this country, producing some 535 
items. Since 1950, sales and earnings 
have risen from $63.7 million and 77c 
per share, to an estimated $156.9 mil- 
lion and $1.65 per share, respectively, 
in 1959. 

Sales are also received from 
abroad and have been expanding. Fi- 
nances are strong, with capitalization 
consisting of but 14 million shares, of 
which members of the Upjohn fami- 
lies own nearly 60%. Dividends have 
been paid every year since 1909 and 
are currently 72c annually. The yield 
is small, but the stock could have 
interesting long-term possibilities. In- 
deed, it has acted quite well in recent 
months. 
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The Board of Directors has authorized 
t350) pee ok ofa pm ny | of fifty cents 

share payable June 10, 1960. 
to holders of Common Stock of record 


May 20, 1960. 


WALTER E. FOX, Secretary 


One Broadway, New York 4, N. Y. 


— Board of Directors at 
a meeting held today de- 
clared a quarterly dividend 
of $1.06% per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able May 16, 1960, to 
stockholders of record May 
2, 1960. 
LEO JAFFE 
First Vice-Pres. & Treas. 
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TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Going On Three-—And Ready To Turn? 


THoucnH otherwise quite unrelated, 
the two stocks I am writing about 
today have something in common: a 
major downtrend in effect since July 
1957, 33 months ago. That’s more than 


| long enough to make you forget the 
| other characteristic they share, name- 


ly, a past history of growth which 
their managements are striving to ex- 
tend into the future. 

The change from a protracted ma- 
jor downtrend to a new major up- 


| trend is often difficult to spot. It’s one 

thing to realize that a stock is no 
| longer overvalued and that at a cer- 
| tain point it is clearly underpriced; 


but it’s quite another to time the turn 


| without recourse to technical analysis 


of price movements. Toward the end 
of a long downtrend, a stock’s price 


_ behavior tends to be sluggish and 


colorless and is easily overlooked. As 


| arule, use of a chart is the best way to 


remind yourself of its existence and 
of the fact that the “most active” list 
does not necessarily show you the best 
values. 

For El Paso Natural Gas (ELG, 
about 32), the first major downtrend 
phase touched bottom at 24 in Decem- 
ber 1957. By May 1958 price action 
had recovered enough to complete a 
so-called reversal base (between col- 
umns A and B). But that base proved 
too small to suggest a possible rise 


| beyond the 1957 high and thereby a 


resumption of the major uptrend. On 
the $30 level the base spanned five 
columns of price-reversal action (A 
to B, not counting the last, or “pivot,” 
column); according to P&F technique 
(Technical Perspective, Forses, Oct. 
a target (shaded circle) 
could be projected to 40, five units 


| above the $30 line but well under the 


1957 top. With the major downtrend 
still in force, the recovery fell just 
short of the $40 target in December 


| 1958 and again in January 1959. So 


the price action 
turned down once 
more in March 
1959, and the ma- 
jor trend could 
be defined by a 
trendline plotted 
across the two big 
tops. 

For the last seven months the price 
has fluctuated, without much spirit, 
in a trading range (columns C-E) 
between roughly 28 and 32, supply 
and demand apparently being stale- 
mated within these limits. If the bal- 
ance between the two forces can now 
be tilted in favor of demand and a 
good rally results, the chart will show 
another reversal base, much like the 
reversal base between columns A and 
B. 

But at this point there are only four 
entries in the latent base (columns 
D-E) on the $30 level, which would 
not give us a target higher than 36, 
still well under previous highs. So the 
base potential is as yet too small for 
anything more than a mild inter- 
mediate uptrend. 

However, the technical problem of 
reversing the major downtrend is now 
different from what it was in 1958. 
The lows (28) in the second phase of 
the decline stand almost 20% above 
the low (24) in the first phase. All 
we need here, to make the existence 
of a major uptrend from the 1958 low 
quite obvious, is a rise to 40, i.e., above 
the December 1958 and January 1959 
tops. (To help the reader visualize this 
action, I have plotted the dashed up- 
trend lines on our chart at the bottom 
of the column.) 

What is significant now is that only 
one additional price reversal column 
would extend the current trading 
range enough to let us project a ten- 


*Mr. Schulz is a partner in Wolfe & Co., 
member of the New York Stock Exchange 
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tative target (unshaded circle) to 38 
from the $30 line (measuring from 
column D to column F). This target 
would still fall short of exceeding the 
1958-59 top. But you will realize that 
a rally to 38 would complete a some- 
what larger reversal base with enough 
columns between C and F on the $32 
line to project a target to 42, a good 
stretch above the highs of 1958 and 
1959. 

In short, we now seem to have most 
of the technical makings of a major 
trend reversal to the upside. The age 
of the downtrend and the stubborn 
demand at 28 (above the earlier lows), 
even during the market’s weakest mo- 
ments since September, make me be- 
lieve that the next move of importance 
should be up. 

If this occurs and provided the still 
latent base is enlarged somewhat, the 
technical probabilities should favor 
the emergence of a new major up- 
trend which could reasonably be ex- 
pected to carry eventually beyond the 
1957 high (44). It may still take some 
time to extend and complete present 
base action, and I hope the reader 
understands that essentially I am 
speculating here on longer-term de- 
velopments. 

Apart from technical considera- 
tions, the fundamentals have an en- 
couraging air about them too. Some 
of ELG’s major problems seem to be 
resolving themselves, and some ex- 
pert estimates now look for a good 
increase in 1960 net per common share, 
to perhaps $2.25 from last year’s $1.65. 

However, these estimates are some- 
what “iffy,” and there is distinct ele- 
ment of speculative risk. Capitaliza- 
tion is pretty strongly leveraged by 
heavy debt and preferred stock pri- 
orities, though this tends to benefit 
the common stock when things go 
well and long-term prospects are 
generally considered very good for 
ELG. 

On a larger scale, the chart of Bur- 
roughs Corp. (BGH, about 33) is the 
near twin of the ELG chart and there- 
fore requires little further explana- 
tion. Two more columns of price- 
reversal action in the lower 30s would 
extend the latent base enough to pro- 
ject a tentative target to 46, above the 
early 1959 high. As in the case of 
El Paso Natural Gas, this would tend 
to suggest the technical probability of 
a major trend reversal upside, involv- 
ing a possible rise beyond 45 over the 
longer term. 

Meanwhile, there may be some risk 
that in a weak market, and before 
the new base can be completed, the 
price action might sag through the 
1957-58 lows at 28. To judge by tech- 
nical indications, this risk should not 
be excessive. 


Forses, may 1, 1960 


~ William 
Street 


Fund, 
Inc. 


There has been heavy selling pres- 
sure since the beginning of the year 
near the 30 level, but it was well ab- 
sorbed in a poor market atmosphere. 
Moreover, the downside targets that 


can be projected from the top reversals | 
between columns A and B, and C and | 
D, respectively, have been met and | 
this condition suggests no further | 


break. 


Here, too, the fundamentals look | 
| investor—who too often One 


encouraging. BGH is active in elec- 


tronics via its famous accounting and | 


record-keeping machines. It has a 


record of strong growth in sales vol- | 
ume, without, however, a parallel rise | 


in net profits during the recent past. 


seen, 1960 net should at last show a 
good rise over last year’s $1.07 a share 
(after a non-recurring charge of 55c), 
and there are reasons to expect net 
profits can continue to catch up with 
expanding sales. 

Perhaps so-called cash earnings are 
a better index of earning power of 
Burroughs Corp.: 1959 net income be- 
fore non-cash charges for depreciation 
and amortization (but after the non- 
recurrent 55c charge) was nearly $3 
a share; it should be markedly higher 
this year. So, on technical and other 
grounds, the stock looks like an in- 
teresting speculation for the major 


of 


number of companies. 
But according to most estimates I have | 





| you can try it for 17 w 
| subscription brings you: 


How $5 fer Barron’s Put a 


FINANCIAL 
CUSHION 
UNDER ME 


By a Barron’s subscriber 
Like many other men, I at a biter. antes 
ay 
saw a Barron’s ad in the paper, ‘and it made 
sense. So I sent in my $5 a trial subscrip- 
tion. 

I remember the first issue I got, because it 
changed my thinking about a stock I was 
going to buy 

Since en. every issue of Barron's has 
given me information on industries and on a 
rron’s tells me how 
they are doing and where they are going—the 
kind of information I've got to have to pick 
good investments instead of lemons. 

That's how Barron's has helped me increase 

capital. In six and a half years, I've puta 

of $11,000 into securities. That's about 

$1700 each year. The way I've invested it, and 

reinvested my dividends, it has grown to a bit 

over $28,000—with the help I got from Bar- 
ron’s. 


No other business or investment publication is 
like Barron's. It is written for the man who makes 
up his own mind about his own money. It is the 
only 4 affiliated with Dow Jones, and has full 

. Jones’ vast, specialized information in 
Serving you 

Barron’s subscription price is $15 a year, but 

for only $5. This trial 


Everything you need to know to help you handle 
your business and investment affairs with greater 
understanding and foresight . . . the investment 
implications of current politicai and economic 
events . the perspective you must have to an- 
ticipate trends and grasp profitable investment 
——— 

for nthe ever how important Barron’s can be 
ne eventful weeks ahead. Try it for 17 
ust tear out this ad and send it 


| today with’» your check for $5; or tell us to bill 
| pean Barron’s, 392 Newbury St., 


Boston 
FP-51 


A  dewsifed mutual fund laiioten Saetedp in securities 
of American business and industry with the objectives 
reasonable capital growth and of providing 
a fair and reasonable current return to share owners. 
For prospectus see your investment dealer or and this coupon to 


: | WILLIAM STREET SALES, INC. 
| One William Street, New York 4, N. Y. 


Send me ospectus and literature on 
The One “Wi 


~u1aM Street Funp, Inc. 


City 


<< ee BOSSE SESE SSS SSS SE SE SS ee ee Zs 


59 











THE 


LAZARD Funp, 
INC, 





Report 
for the three months ended 
March 31, 1960 


Available upon request 


44 Wall Street, 
New York 5, N. Y. 


























T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
6 


OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset value. 
There is no sales load or com- 
mission. 

REDEMPTION PRICE: Net asset 


value less 1%. 
Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 











‘a ‘ 

PUGET SOUND POWER 

& LIGHT COMPANY 

Common Stock Dividend 
No. 67 


The Board of Directors has de- 
clared a dividend of 36c per 
share on Common Stock of Puget 
Sound Power & Light Company 
payable May 15, 1960, to stock- 
holders of record at the close of 
business April 25, 1960. 

J. H. Clawson 
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THE FUNDS 


Investment Policy: 
OPTIMISTS AT ONE WILLIAM 


Wuicw way is the economy going? 
You could get as many opinions last 
month as there were self-appointed 
authorities. But at least one author- 
ity—and one which enjoys consider- 
able prestige in The Street—was 
outspokenly bullish. That was Leh- 
man Brothers’ One William Street 
Fund. “Continuing research and an- 
alysis since the year-end,’ President 
Dorsey Richardson wrote to his stock- 
holders, “has served to reinforce our 
earlier conviction that . . . economic 
activity in 1960 should reach new 
high ground.” Richardson based his 
conclusion on four expectations: 
higher consumer spending; stepped- 
up business investment; a slight in- 
crease in over-all government spend- 
ing; and a continued improvement in 
U.S. foreign trade. 

One William Street was putting its 
money where its mouth was. During 


| the first quarter, Richardson reported, 


the fund stepped up its percentage in- 
vestments in common stocks from 94% 
of assets to an almost fully invested 
96%. Among its major purchases: 
40,000 International Harvester, 30,000 
Revere Copper & Brass, 57,500 Yale 


| & Towne, 17,400 Alcoa, 15,000 B.F. 


| Goodrich, 15,000 Armco, 14,200 St. 


| Southern California Edison, 


Regis Paper. One William sold, among 
others: 51,000 shares of Consolidated 
Natural Gas, 22,500 Food Fair, 50,000 
25,000 


| Continental Insurance and 15,700 Gen- 
| eral Telephone & Electronics. 


One subject on which President 
Richardson did not touch involved 
One William Street’s sales troubles. 
This has always been a painful sub- 
ject for the big Lehman-sponsored 
fund. Starting with a bang back in 
June 1958, One William Street began 
life with assets of $200 million. But 
then stockholders began cashing in 
their shares faster than its salesmen 
could sell new ones. Result: One Wil- 
liam Street actually had slightly 
fewer shares outstanding at the end 
of 1959 than it did at the end of 1958. 
In 1960’s first quarter the problem 
was only partly licked. Existing stock- 
holders cashed in 604,628 shares in 
the three months; investors purchased 
621,700 new ones (not counting those 
issued for capital gains distributions). 
Net gain for the quarter: just 17,000 
shares on a total capitalization of 21.7 
million. The gain could hardly have 
been smaller. But it was clearly pref- 
erable to losing more ground. 


Management: 
BOUQUETS & BRICKBATS 


In Boston, the very birthplace of the 
mutual fund industry, a new voice 
was raised last month in the growing 
debate over just how much money a 
fund should pay for professiona! man- 
agement. Since the voice belonged to 
Edward N. Gadsby, chairman of the 
Securities and Exchange Commission, 
the industry could hardly brush it off. 
Mincing no words before the Boston 
Bar Association, Gadsby wondered 
out loud whether many funds hadn’t 
actually become “captives” of their 
advisers. “It is rarely asked,” he 
noted, “whether another adviser might 
be able to render equally competent 
service at lower cost.” In Gadsby’s 
view, some contracts call for what he 
termed “monopo- 
ly” prices. “It 
raises the ques- 
tion,” said he, “of 
whether directors 
of, or investment 
advisers to, the 
funds are fully ac- 
quitting their duty 
to shareholders.” 
Up, Up, Up. Gads- 
by’s brickbats not- 
withstanding, most fund managers 
last month were continuing to make 
out very well. The small but growing 
number of publicly held mutual fund 
management companies were invari- 
ably showing growing profits for their 
labors. So, presumably, were most 
privately owned ones. The gains 
ranged from the modest to the spec- 
tacular among those reporting pub- 
licly. Investors Diversified Services, 
the biggest management company in 
the field (total assets supervised: $2.4 
billion), earned $2.84 per share in the 
quarter ended March 31, up just 3.3% 
above 1959’s first quarter. But Key- 
stone Custodian Funds, managing 11 
different funds with total assets of 
$504 million, earned 22 cents per share 
for the same period, up 69% above 
the year before. 
Between these 
two extremes 
stood Hugh W. 
Long & Co., man- 
aging (through its 
wholly owned 
subsidiary Inves- 
tors Management 
Co.) $733 million 
in assets. Hugh 
Long himself ac- 
tually had good 
news on two fronts. For his first quar- 
ter (ended February 29), Hugh W. 
Long & Co. earned 25 cents per share, 
up fully 19% above the year before. 


Edward Gadsby 


Hugh Long 
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FUNDS 
VS. THE MARKET 


Of more long-range importance, per- 
haps, Investors Management Co. re- 
ceived an overwhelming vote of 
confidence from the shareowners of 
Fundamental Investors, the big, New 
Jersey-based mutual fund that pro- 
vides most of his income. 

Faced with a suit brought by two 
small stockholders who claimed the 
fund was paying too much money for 
its investment advice, Hugh Long, as 
president of the fund, had asked all 
of the shareowners to vote on whether 
the fund’s contract should be re- 
newed with Investors Management Co. 
at the usual fee of % of 1% of total 
net assets (see Forses, April 15). At 
the fund’s annual meeting last month, 
better than 99° of the shares voted 
to approve renewal. As Hugh Long 
saw it, the vote was more than en- 
dorsement of the past performance of 
the fund’s advisers. “Our sharehold- 
ers,” said he, “appreciate the fact that 
continuity of competent investment 
supervision is essential to the fund’s 
future progress.” As for the opposi- 
tion, he snapped, “their views do not 
represent the opinion of even a sig- 
nificant minority.” 


Milestones: 
FUTURES’ PAST 


Arter little more than eleven years 
of hard but exceptionally unreward- 
ing effort, one of the few open-end 
investment companies specializing in 
commodity trading decided to change 
its nature last month. On March 31, 
New York-based Futures, Inc. stopped 
the sale of new shares in the fund, 
opened up next day as a closed-end 
company. 

On the day sales stopped, Futures’ 


Forses, May 1, 1960 


net assets worked out at just $1.88 
per share. The original offering price 
back in 1948 had been $10. Except 
for a brief period that very first year, 
the fund had never been anywhere 
near $10 again. A peanut among 
giants, even the peanut was shrink- 
ing. From a record high of $300,000 
in 1957, the fund’s total assets had 
shrunk to just $137,000. “It was a 
brand new field when we started,” 


sighs President Richard D. Donchian. | 


“Our techniques for analyzing trends 
weren’t refined or tested enough.” 


Investment Policy: 
OFFBEAT BUT UPBEAT 


To THE surprise of many otherwise 
well-informed moneymen, over-the- 
counter stocks have suffered far less 
than those listed on major exchanges 
during the stock market’s retreat so 
far this year. The National Quotation 
Bureau’s average of 35 unlisted in- 
dustrials fell just 2.7% through the 
first quarter of 1960 while the Stand- 
ard & Poor average of 425 listed in- 
dustrials fell 8.5%. 

Alone in the Field. One of the very 
few mutual funds able to take advan- 
tage of this state of affairs was Ralph 
P. Coleman Jr.’s tiny Over-the- 
Counter Securities Fund (total assets: 
$391,000). Coleman invests only in 
over-the-counter securities, actually 
sells a stock if it grows big enough to 
get listing on a major exchange. 

Despite the obvious disadvantages 
connected with this kind of specializ- 
ing (the relative obscurity of most 
companies, the thin markets for many 
issues), Coleman has managed to 
make a pretty good thing of it. True, 
he couldn’t buck the trend altogether 
this year. His fund’s shares showed 
a decline of 3.7% (to $5.75 per share) 
through the first quarter. 

In any case, 
Coleman has had 
considerable luck 
in making money 
over the recent 
term. In 1959, his 
fund’s net asset 
value per share 
climbed 42%. The 
over-the-counter 
average had 
gained just 5.9% 
over the same period, the Standard & 
Poor Industrials 13%. 


Ralph Coleman 


Whether the fund’s impressive re- | 


cent record will enable Coleman to 
overcome the disadvantages of a rela- 


tive lack of sponsorship, however, re- | 
mains to be seen. In existence almost | 
four years, his fund has grown pain- | 


fully slowly, has yet to get off the 
ground in sales. 
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than owned, and capital requirements 
for the expansion should be limited 
for the most part to working capital. 
Thus, further dividend increases are 
likely as higher earnings develop. 

The caliber of these attractive situ- 
ations illustrates the fact that many 
of today’s opportunities exist in over- 
looked areas which might ordinarily 
be classed as “dull.” In other words, 
this is a market phase which requires 
a fresh, flexible approach free of past 
phobias. Today, glamour can be found 
in the least expected places as well 
as in the newer technologies. 

For example, a strong case can be 
made for Flintkote on the grounds 
that the major shift which has taken 
place within the company in the past 
few years will lead to a higher market 
valuation. Similarly, a. case can be 
made for Colgate-Palmolive, a house- 
hold-known company which obtains 
roughly half of its sales and about 
two thirds of its profits from outside 
the U.S. It’s not difficult to find rea- 
sons to enthuse about revitalized 
Singer Manufacturing, what with a 
roughly $65 per share equivalent in 
net working capital. This is another 
company benefiting from our new One 
World, the rising standard of living, 
the continuing and growing prosper- 
ity outside the United States. 

Incidentally, even General Motors 
might provide a very pleasant specu- 
lative surprise this year. It and 
American Motors are the only two 
automobile companies whose second- 
quarter production schedules call for 
higher output than in 1959. More- 
over, these are the only two com- 
panies whose first-half earnings will 
make very pleasant reading in rela- 
tion to last year’s results. For all of 
1960, General Motors appears to be 
in a position where it might earn 
$3.50-$3.75 per share, an earnings level 
which amply supports going prices. 
American Motors probably is on its 
way to a $3.25 year ‘in fiscal 1960. 

Off the beaten path, so to speak, 
Crowell-Collier could be an interest- 
ing capital gains speculation on the 
new management’s ability to a) capi- 
talize more fully on the excellent 
growth prospects of the textbook, 
adult education and reference book 
fields; b) take advantage of the new 
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prosperity of radio broadcasting. The 
highly successful job that the new 
management has done in revitalizing 
the company will not be fully visible 
in reported earnings for several years 
because of the transition from a fully 
tax-sheltered position in 1959 to full, 
normal taxes of 1961. For example, 
while earnings in 1959 were $2.03 per 
share compared with $1.69 per share 
in 1958, no federal tax was paid in 
1958 and 1959. The remaining tax 
credit will be used up this year, when 
net income equal to approximately 
$2.25 per share is expected. 

In 1961, growth in existing book 
and radio operations plus the prospect 
of additional benefits from affiliation 
with the 38%-owned book publisher, 
Macmillan Co., could raise pretax 
net sharply above 1959 levels. But 
full taxes will apply, and this column’s 
guesstimate suggests approximately 
$1.80 per share of net earnings. Inci- 
dentally, the multiple isn’t high for a 
well situated vehicle in educational 
publishing with an aggressive man- 
agement. Leading textbook publishers 
are currently selling 25-30 times esti- 
mated 1960 earnings. While expansion 
plans will probably prevent cash divi- 
dends for the time being, stock divi- 
dends should continue to be paid. 

By the time this column appears in 
print, American Viscose probably will 
have reported a consolidated first- 
quarter profit of about $1.10 per share 
as compared with $1.53 per share a 
year ago. Of this estimated profit, 
40-odd cents will come from the par- 
ent company itself as compared with 
71 cents last year. Fifty-per-cent- 
owned Chemstrand’s earnings were 
around the 60-odd cent per share 
level as compared with 75 cents last 
year. Part of the parent company 
decline reflects lower demand and a 
competitive price situation in the 
rayon textile field—which was boom- 
ing a year ago. The remaining reason 
for lower earnings is recent price cuts 
in rayon tire yarn. 

In this connection, it is significant 
to note that the tire companies prob- 
ably will not use nylon in the 1961 
original equipment market, a field 
which is still dominated by rayon tire 
yarn. (Nylon’s inroads—and nylon 
today represents close to 30% of the 
tire cord market against 15% four 
years ago—have been in the replace- 
ment tire field.) Thus, the full year’s 
profits potential is in the order of $4- 
$4.50 per share (consolidated) as 
compared with $5.18 last year (divided 
about equally between the parent 
company and its equity in subsidiary 
profits). With the financial position 
strong, the $2 dividend probably will 
be maintained. American Viscose is an 
interesting depressed speculation. 


HOOPER 
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selling “ex growth” at less than 12 
times 1959 non-boom earnings of $3.75 
a share to yield 5.6% on a $2.40 divi- 
dend which seems in no danger... . 
Hear Armstrong Rubber (42) men- 
tioned as a stock which, as a result of 
pending changes in company’s affairs, 
is likely to improve considerably in 
quality and acceptance. . . . Think 
Anaconda (53) down from a high of 
74% last year, is an excellent value at 
around seven or eight times probable 
1960 earnings. This stock has sold at 
least ten points higher in each one of 
the past five years... . Find little 
fundamental encouragement in the 
United Fruit situation; think it will 
take a long time to reverse its un- 
favorable trend. 


BIEL 
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case of Armour, has proved a major 
disappointment marketwise. Earnings 
for the first six months of the current 
fiscal year barely covered the $2 divi- 
dend rate. But this poor beginning, 
which management attributes first to 
the steel strike and then to very ad- 
verse painting weather, should not be 
indicative of the full year’s results, 
and the dividend rate does not seem 
to be in jeopardy. Having sold above 
the present price in each of the past 
ten years, the risk in Glidden appears 
to be slight. Nevertheless, before re- 
instating a “buy” rating on the stock, 
it might be prudent to await evidence 
that last year’s improvement in profit 
margins can be sustained. 

Fruehauf Trailer (26) lived up to 
expectations with an excellent earn- 
ings recovery and the re-establish- 
ment of regular dividend payments. 
Its price performance, rising from 23 
in March 1959 to a high of 30% was 
good, everything considered, but in 
view of my generally cautious market 
policy I would rather look for a 
favorable opportunity to sell than to 
buy this stock. 

Colonial Sand & Stone (19) came 
through with a spectacular 89% in- 
crease in profits, despite a costly 3% 
weeks’ teamsters strike last summer. 
The stock was split 2-for-1 last month. 
It continues to merit an above-aver- 
age rating in the building material 
field. Barring unusually adverse 
weather conditions, strikes or a sud- 
den and improbable slump in con- 
struction activity in the New York 
metropolitan area, earnings will reach 
a new peak this year, benefiting from 
its enlarged cement capacity. 
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Str: Those Plymouth Cordage stock- 
holders who do not like the idea of a 
new management in the company un- 


FORBES 


THIS ISSUE 
Volume 85, Number 9 


doubtedly will feel better when they see 


more profits coming in. .. . 
—JOHN SANDERS 
Tacoma, Wash. 


Fund Record 


Sir: Your article on the Oppenheimer 
Fund (“Special Weapons,” Forses, April 
15) is very well written, but I think you 
overlooked one important point: that 
this fund, which started last year at $10 
a share, is still around $10.90. Many 
other funds have not been able to hold 
their position to such an extent—rather, 
declined during the same period. 

—Enrnst MAyer 
New York, N.Y. 


Pfizer's Profits 


Sm: On the basis of your story on 
Charles Pfizer & Co. (“Profitless Prog- 
ress,” Forses, April 1) it certainly doesn’t 
seem as though any of the drug compa- 
nies are making the fantastic profit that 
the Congressional investigating commit- 
tee claimed they were. 


Boston, Mass. 


to workin 


AHO 


Why? Because Idaho has fresh air, 
abundant clear water, space and 
plenty of room in which to play, 
work, poe and grow. Production is 
higher because workers use their en- 
ergy on the job instead of fighting 
traffic, smog and congestion . 
for 2 bonus . . . absenteeism and 
turnover are at a minimum. 


IDAHO WELCOMES INDUSTRY 
For complete information on what 
Idaho offers YOUR company write to 
the Idaho State Department of Com- 
merce and Development, Room 604 B, 
Capitol Building, Boise, Idaho. 
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Striking It Rich. American Machine & Foundry struck a real bonanza when 
it came up with its automatic pinspotter for bowling fans. Now that market 
is maturing, can AMF keep on with a parade of products that roll up high 
scores in earnings? Next issue, Forses takes a long look down the AMF alley 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


It is not enough to have great quali- 
ties; we must also have the manage- 
ment of them. ~—-La RocHEFOUCAULD. 


In theory it is easy to convince an 
ignorant person; in actual life, men 
not only object to offer themselves to 
be convinced, but hate the man who 
has convinced them. —EPICTETUS. 


If you pursue good with labor, the 
labor passes away but the good re- 
mains; if you pursue evil with pleas- 
ure, the pleasure passes away and the 
evil remains. —CICERO. 


Adequate distribution of goods 
makes, unmakes—or remakes—all 
capital values! —KENNETH GOODE. 


The life of every man is a diary in 
which he means to write one story, 
and writes another, and his humblest 
hour is when he compares the volume 
as it is with what he vowed to make 
it. —J. M. Barrie. 


All the good things of the world are 
no further good to us than as they are 


of use; and of all we may heap up we 
enjoy only as much as we can use, 


and no more. —Danie. DeFoe. 

When a claim is imposed—by dicta- 
tion instead of arbitration—it means 
enslavement whether the demand is 
great or small. —THUCYDIDEs. 


Great men suffer hours of depres- 
sion through introspection and self- 
doubt. That is why they are great. 
That is why you will find modesty and 
humility the characteristics of such 
men. —Bruce Barton. 


Mark this well, ye proud men of 
action! Ye are, after all, nothing but 
unconscious instruments of the men 
of thought. —Hetnricu HEINE. 


The efficient man is the man who 
thinks for himself, and is capable of 
thinking hard and long. 

—Cnartes W. E tor. 


If a man be endowed with a gen- 
erous mind, this is the best kind of 
nobility. —PLatTo. 


Solitude is as needful to the imag- 
ination as society is wholesome for 
the character. 

—JameEsS Russet, LOWELL. 


Want and wealth equally harden 
the human heart, as frost and fire are 
both alien to the human flesh. Famine 
and gluttony alike drive away nature 
from the heart of man. 

—Tueopore E. PARKER. 


It will generally be found that men 
who are constantly lamenting their 
ill luck are only reaping the conse- 
quences of their own neglect, mis- 
management, and improvidence, or 
want of application. —S. SMILEs. 


B. C. FORBES: 


Every man who aspires to 
reach the top, whether business 
or professional, should devote 
earnest attention to learning to 
speak well in public and to write 
well. Most executives have occa- 
sion to address groups of their 
associates, to say nothing of 
directors’ meetings, public gath- 
erings. Similarly, it helps 
engineers, research men, bank- 
ers, etc. if they develop ability 
to make speeches, write articles. 
Consciousness that one can pub- 
licly talk and write effectively 
inspires self-confidence. Many a 
man has reached national recog- 
nition by delivering outstanding 
addresses and/or publishing 
masterly statements. Naturally, 
those who make the best impres- 
sion in any assemblage are those 
who express themselves most 
lucidly and convincingly. 


Better do a little well, than a great 
deal badly. —SOocratTes. 


There is no easy method of learning 
difficult things. The method is to close 
the door, give out that you are not at 
home, and work. 

—JOSEPH DE MAISTRE. 


Once you have missed the first 
buttonhole you'll never manage to 
button up. —GOETHE. 


If you divorce capital from labor, 
capital is hoarded, and labor starves. 
—DaniIeL WEBSTER. 


Freedom of the press is based on a 
principle which the whole world must 
practice if we are to have peace, and 
that is the principle of tolerance—of 
being able to stand criticism and of 
realizing that nobody has the infallible 
truth. —Henry Cazor Lopce. 


We owe to man higher succors than 
food and fire. We owe to man man. 
—RatpH WaALpo EMERSON. 


If you wish your merit to be known, 
acknowledge that of other people. 
—ORIENTAL PROVERB. 


A moment’s insight is sometimes 
worth a life’s experience. 
—OLIvVER WENDELL HOLMES. 


Men of great parts are often un- 
fortunate in the management of public 
business because they are apt to go 
out of the common road by the quick- 
ness of their imagination. 

—JONATHAN SWIFT. 


Opposition inflames the enthusiast, 
never converts him. —ScHILLER. 


As soon as government manage- 
ment begins, it upsets the natural 
equilibrium of industrial relations, 
and each interference only requires 
further bureaucratic control until the 
end is the tyranny of the totalitarian 
state. —ApAM SMITH. 


A government for the people must 
depend for its success on the intelli- 
gence, the morality, the justice, and 
the interest of the people themselves. 

—GrOvER CLEVELAND. 


Big shots are only little shots who 
keep shooting. -—CHRISTOPHER MorLey. 


A man’s ability cannot possibly be 
of one sort and his soul of another. 
If his soul be well-ordered, serious 
and restrained, his ability also is 
sound and sober. Conversely, when 
the one degenerates, the other is 
contaminated. —SENECA. 





More than 3000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by W. H. Mayes, Grove 
City, Pa. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


God. 


For what glory is it, if, when ye be buffeted 
for your faults, ye shall take it patiently? 
But if, when ye do well, and suffer for it, 
ye take it patiently, this is acceptable with 


—I Peter 2:20 





Forses, May 1, 1960 





left — Butierib™™ panels 
for walls and roofs; 
right — Monopan!®. the 
new pre-assembied, 
insulated curtain wall. 








INE'W colors for Butler Buildings 


A new mark of quality for pre-engineered construction 
Butler’s latest advancement in color-coating, Butler-Tone, is a two-coat baked-on 
finish, firmly annealed to Butler wall and roof panels. This uniform coating is out- 
standing both in appearance and in resistance to weather, corrosion, impact and abra- 
sion. Only Butler coats the inside wall surface, too—a pleasing off-white. 

Butler-Tone colors are another reason why more and more people are turning to 
the Butler Building System as the lowest-cost way to build well. For your new build- 
ing, take advantage of the wide, clear spans of Butler rigid frames . . . the fast trouble- 
free construction . . . and the dependable, talented services of the nationwide group 
of Butler Builders. 

Interested? See your Yellow Pages for the name of your Butler Builder, under 
“Buildings” or “Steel Buildings.” Ask about financing, too. Or write direct. 


BUTLER MANUFACTURING COMPANY 7552 East 13th Street, Kansas City 26, Mo. 


Manufacturers of Metal Buildings + Equipment for Farming, Oi! Transportation, Outdoor Advertising + Contract Manufacturing 


Sales offices in Los Angeles and Richmond, Calif. « Houston, Tex. + Birmingham, Ala. « Kansas City, Mo. * Minneapolis, Minn. + Chicago, III. 
Detroit, Mich. + Cleveland, Ohio « Pittsburgh, Pa. » New York City and Syracuse, N.Y. » Boston, Mass. * Washington, D.C. + Burlington, Ont. 





“White Label” 


and ANCESTOR 


=) DEWAR'S 


SCOTCH WHISKIES 


Famed are the clans of Scotland 

... their colorful tartans worn in 
glory through the centuries. 
Famous, too, is Dewar’s White Label 
and Ancestor, forever and always 
a wee bit o’ Scotland in a bottle! 
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Dewar Highlander 





FOR SET OF 4 COLOR PRINTS OF SCOTS CLANSMEN, 9%”x12'2”, suitable for framing, send $1 to Cashier's 
Dept. 16W, Schenley Import Co., 350 Fifth Ave., N.Y. 1, N.Y. © Both 86.8 Proof Blended Scotch Whisky. 





